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Executive Summary 

 
Addressing corruption in the forest sector is 
recognised as an important component of 
efforts for achieving REDD+. Based on a 
guidance note developed by UN-REDD for 
undertaking corruption risk analysis for national 
REDD+ Strategies, analysis was undertaken on 
the current manifestation of corruption in the 
forest sector of Mongolia, as well as potential 
risks stemming from a national REDD+ strategy.  
 
The research involved interviews with key 
stakeholders in Mongolia as well as consultation 
with an Advisory Group. The nature and extent 
of corruption in Mongolia is complex and 
difficult to establish. However, many 
stakeholders interviewed for this study believe 
that corruption currently undermines 
sustainable forest management and the fair 
distribution of benefits from forests. A national 
REDD+ Strategy may also introduce new risks, 
particularly with fund management and the 
procurement of goods and services. There is 
therefore strong support for integrating anti-
corruption strategies into the policies and 
measures proposed for the national REDD+ 
Strategy.  
 
The analysis on corruption in the forestry sector 
is presented under four thematic areas:  
 

A) Forest tenure:  
 

There is no evidence to suggest corruption in 
forest tenure is contributing to significant loss 
of forests or forest degradation. However, there 
are concerns that decisions by local authorities 
on the issuing of short-term contracts for forest 
use is influenced by nepotism. Companies and 
groups with party political or family ties to local 
government are therefore more likely to receive 
these benefits.  
Conflicts of interests are raised as a challenge at 
the local level, meaning companies gaining 

forest concessions and contracts are owned by 
those in positions public authority. This may 
reduce the prospect that local authorities can 
provide impartial conflict resolution and 
grievance mechanisms for rural people. 
 
Transparency on access agreements in forests is 
thought to be low.  Some forest user groups 
report that local authorities issue contracts to 
private companies to operate in forests under 
community tenure without consultation or 
compensation.  
 
Forest use groups, while well supported in 
Mongolia as a way of increasing local 
management of forests, are vulnerable to elite 
capture arbitrary decisions on membership, as 
well as conflicts of interests. This situation 
reflects relatively weak arrangements within 
FUGs on elections and rules for internal 
democratic accountability. It is not clear 
whether there are effective grievance 
mechanisms for members and non-members 
provided by the authorities.  
 

B) Law enforcement and compliance 
with forest laws:   
 

Previous studies have described that illegal 
logging and trade is rampant and characterised 
by systemic corruption. However, there is 
contradictory evidence on the extent of illegal 
timber production and trade in Mongolia today, 
with some sources claiming illegal timber 
production is a declining problem in the 
country. Despite this, there is widespread 
agreement that compliance with forest laws is 
undermined by various forms of corruption. 
Some local authorities ignore quotas provided 
by the central state, and therefore authorise 
timber harvesting above the quota limit. 
Environmental inspectors, while lacking 
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resources to effectively monitor forest 
activities, are also thought to be vulnerable to 
bribery and issuing fraudulent certificates of 
origin for timber. Bribe payments between 
timber transporters and the police at road 
check points is considered normal.  
 
There is some concern that timber markets in 
the capital, where illegal timber is sold, may be 
controlled by political elites, and this has 
undermined law enforcement efforts to close 
these markets in the past. The involvement of 
political elites in timber importing industry is 
also speculated by some forest experts. The 
significance of this is the possibility that undue-
influence has occurred in state policy, including 
the decision to remove tariffs on imported 
timber and restrict national timber production.   
 

C) Forest revenue management: 
 

Public information on fees and public revenues 
for forestry is limited and at times 
contradictory. By law, 85% of the forest 
resource user fee, collected at the local level of 
government, should be allocated to forest 
protection and management. However audit 
reports of local government, where these are 
available, demonstrate that authorities often 
fail to adhere to the law. It is not known 
whether embezzlement of resource user fees is 
occurring, or whether local authorities and 
citizen representatives bodies are allocating 
forest income to other social services and gain 
legitimate local support in doing so.  
 
Although revenues by forest user groups is 
thought to be quite low, there is very little data 
on what these revenues are, and limited 
reporting or oversight. A component of a 
national REDD+ Strategy is to increase income 
revenues for these groups, but the risk of 
mismanagement and inequality in revenue 
sharing could increase.  
 

At the central state level, public revenues from 
the forest sector are limited to issuing 
authorisations for private forest entities, as well 
as issuing export permits for pine nuts. For 
some years the value of export permits for pine 
nuts has been substantial; the largest single 
source of public revenues from the forest sector 
by far.  
 
A report from the National Audit Office suggests 
that the central authority has issued export 
permits beyond quota levels, and that fees due 
from export companies, including those owed 
to the MET and customs, have not been fully 
accounted for. Government investigations have 
suggested bribery and collusion between 
officials and export companies, which may 
account for the missing funds. There is, 
however, confusion regarding what government 
fees are for export permits, and it is reported 
that an inter-ministerial decision was taken to 
reduce the cost of export permits. However, 
MET accounting for pine nut revenues appears 
to have improved in 2017.  
 

D) Public administration:  
 

While there have been improvements in 
transparency in the procurement of goods and 
services in the forestry sector, it is reported that 
companies routinely pay kick-backs to 
government officials of approximate 5% of the 
value of contracts. Companies complain that 
this undermines their ability to deliver goods 
and services to a high standard, however there 
are also concerns that the practice of receiving 
kick-backs from procurement contracts has 
incentivised authorities to over-estimate unit 
costs and the total value of the contracts.   
 
These problems are linked to further forms of 
corruption in the procurement process, 
including such as conflicts of interests and the 
use of political and personal contacts to secure 
contracts. As a result, there has been 
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persistence claims that companies that lack 
professional qualifications are frequently 
awarded government tenders and that levels of 
oversight are insufficient to deter poor service 
delivery. The very high levels of current funding 
for pest control is an area of specific concern, 
given that there are few companies working in 
this field, there have been persistent doubts 
over the effectiveness of pest control measures 
and a lack of competition and transparency.  
 
There is widespread concern that staff 
appointments for the forest department at the 
central state are unlawfully politicised, which 
has caused unacceptable levels of staff turnover 
and the appointment of under qualified people. 
This is considered to have had a corrosive 
influence on the legitimacy of the forest 
department among other forest stakeholders.  
 
Further concern is raised regarding nepotism 
and conflicts of interests by government 
officials with forest sector NGOs, meaning 
NGOs that lack credibility are regularly involved, 
and are unfair recipients of funding, in forest 
work.  
 

Policy implications for achieving 
REDD+ 

The development of measures and policies to 
address corruption in REDD+ should have 
considerable government support and buy in. 
The National Focal Point for UN-REDD has not 
been able to contribute to the terms of 
reference or review of this study, and high-level 
engagement has not yet been possible to raise 
the issue of corruption in the forest sector. A 
validation workshop was aimed at middle level 
management, and this should be repeated with 
the participation of the Director and Minister 
level. If this fails to happen, the prospect that 
anti-corruption policies and measures will be 
enthusiastically supported by the MET for 
REDD+ seems unlikely. 

 
Developing anti-corruption policies and 
measures for REDD+ in Mongolia therefore 
needs to be approached carefully, and with 
recognition that much more needs be done to 
discuss potential policies and measures with a 
wide range of stakeholders, including at the 
local level. Building support and raising 
awareness on anti-corruption in Mongolia’s 
forest sector could therefore be considered a 
priority for the REDD+ programme. 
Nevertheless, based on the input from the 
Advisory Group and comparative research, 
there are a number of policies and measures 
that could be explored to address specific 
problems.  
 
A) Corruption in forest tenure requires several 
interrelated responses. Efforts are underway to 
establish a digitised database of forest 
information, which should include tenure 
agreements and contracts. However, there 
insufficient understanding on the effectiveness 
of existing informal and formal grievance 
mechanisms. It is suggested that a participatory 
assessment on grievance related to forest 
tenure is conducted in at least 3 aimags, and 
based on this work there should be 
consideration for an independent grievance 
mechanism to be established as part of a 
national REDD+ Strategy. It is important that 
this work considers the situation of rural people 
who may depend on access to forest areas for 
their livelihood, but may not be members of 
active forest user groups. Indeed, it is suggested 
that rules for forest user groups should 
strengthen democratic accountability, 
accessibility and prohibit conflicts of interests. 
 
B) The MET must ensure compliance with the 
national law on Transparency of Information. 
This includes publishing timely and complete 
information on fees and public revenues, 
including information that should be collated on 
production and revenues at the sub-national 
level. A more ambitious policy is to produce a 
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comprehensive annual report on the forestry 
sector, which, in addition to ecological 
information on forests, would contain summary 
information on forest policies and measures, as 
well as information on budgets, financial 
statements, fees and public revenues at both 
the central and local level beyond transparency, 
there is a need to better understand local 
decision making on the use of resource fees, 
which may suggest the need to review national 
law on resource fee expenditures.  
 
C) Some stakeholders in Mongolia believe that 
corruption in regulating timber production and 
trade requires re-centralising aspects of forest 
management. This is potentially controversial 
and may be resisted by sub-national 
government and forest user groups. Additional 
policies include investment in electronic 
tracking of timber, and moving towards 
increased quotas for sustainable timber 
production. It is suggested that before these 
policies and measure are discussed further, 
there is a detailed investigation and multi-
stakeholder discussion into the nature and 
scale of illegal timber trade and the 
effectiveness of law enforcement. The 
assessment should build on the present analysis 
of corruption to understand if the government’s 
response to regulating timber production and 
trade is undermined by corruption, including 
bribery, fraud and conflicts of interests, and 
whether state policies on quotas receive 
widespread legitimacy or not at the local level. 
Understanding commercial interests behind 
timber trade and timber importing should also 
be considered, given persistent rumours that 
political elites may have direct interests in this 
sector. 
 
D) Given the economic importance of the pine 
nut trade, as well as environmental risks from 
over harvesting, it is important that corruption 
in export permits is given serious attention. As 
an initial measure for REDD+, it is suggested 
that an assessment is undertaken on revenues 

and benefit sharing in the sector. Further 
considerations should be given to changing the 
mandate for collecting fees away from the 
MET and to the Central Treasury. In addition, 
more ambitious policies could consider the 
feasibility and benefits of supporting local 
groups to derive a greater share of profits from 
the burgeoning trade.  
 
E) The Mongolia government has enacted 
strong laws and policies to improve 
accountability in government procurement of 
goods and services across all ministries. 
However, additional measures are needed as 
corruption in procurement appears to be an 
ongoing problem. There may be limited 
prospect of addressing kick-backs between the 
government and private companies, however, 
additional work  by the MET, the Ministry of 
Finance and GASI to undertake more thorough 
monitoring and evaluation of service delivery, 
and put forward recommendations that records 
of service delivery are included in the 
assessment of tenders. A more ambitious 
proposal is to facilitate a multi-stakeholder 
review of the state’s policy towards outsourcing 
forest sector work.  
 
F) Adherence to Mongolia’s civil service laws 
would be an important step towards reducing 
corruption in forest administration. There 
appears to be limited involvement by the Civil 
Service Council in monitoring compliance by the 
MET on the civil service law. It is recommended 
that in the short term efforts should be made to 
support the Civil Service Committee in 
engaging with the forestry sector in order to 
strengthen REDD+.  A more ambitious proposal 
is to support multi-stakeholder discussions for 
institutional reforms that would establish the 
forest department as a semi-autonomous 
agency, better protected from the politicisation 
of staff appointments and capable of becoming 
self-financing from forest sector revenues. 
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1. Introduction  
 
The various problems included under the 
concept of corruption are thought critical in 
understanding how and why forests are 
lost, and why the social and ecological 
benefits provided by forests are unfairly 
distributed. Addressing corruption is 
therefore an integral part of the process for 
implementing policies and measures to 
improve forest resources and to ensure the 
sustainability of initiatives focused on 
forest management. This has been 
recognised by the United Nations’ 
collaborative effort on reducing emissions 
from deforestation and forest degradation 
(REDD+).  
 

Figure 1. Source: Keeping REDD+ Clean, 
Transparency International, 2012 

 
Countries participating in the UN-REDD programme have been encouraged and supported to undertake 
corruption risk assessments, and to develop plans to address these problem and monitor results 
overtime (UN-REDD 2014). This report therefore attempts to describe how corruption manifests in the 
forest and climate change sectors in Mongolia, and it offers ideas on what strategies could be adopted 
to limit these problems in going forward with a national strategy for REDD+ in Mongolia.  
 
In wider context - and outside of the forestry sector - there is substantial evidence to show that 
corruption has reached high levels in the country, and became a negative aspect of political transition 
from socialist rule to a market based economy (USAid, 2005). Public perception surveys reveal 
corruption is consistently ranked as one of the top problems in the country (Asia Foundation, 2017), and 
several sources describe corruption being normalised and systemic (Quah, 2011). This includes forms of 
administrative corruption such as bribery, embezzlement of state funds and institutionalised kick-backs 
in government procurement, but more worryingly significant overlap and conflicts of interests between 
political office and the private sector.  Concern with corruption has persisted despite the fact Mongolia 
has signed up to several international conventions and strategies to combat it, it has established an 
Independent Authority against Corruption and has passed substantial laws based on international best 
practice to increase accountability and oversight of government (OECD 2016a).  
 
Consistent with this wider context, many stakeholders interviewed for this study believe that corruption 
currently undermines sustainable forest management and the fair distribution of benefits from forests 
in Mongolia. There is also agreement that a national REDD+ Strategy may introduce new risks, 
particularly with fund management and the procurement of goods and services. There is therefore a 
strong case for integrating anti-corruption strategies into the policies and measures proposed for the 
national REDD+ Strategy. However, government support for developing anti-corruption measures and 
policies in REDD+ has yet to materialise. 
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INFORMATION ON CORRUPTION CAN BE SENSATIONAL, 
UNRELIABLE AND POSSIBLY TAINTED WITH UNDERLYING AGENDAS. 
THERE IS RARELY IRREFUTABLE EVIDENCE. 

1.1. Methods and limitations 
 
Primary information for this report has been based on interviews with people in Mongolia, including 
forest experts, government representatives, NGOs and representatives from the private sector. The 
majority of the interviews for this report were undertaken over two weeks, during which the research 
team also visited a rural town where timber production represents an important industry for the local 
economy. Further research has been based on desk-top study, and information shared by other 
researchers working on REDD+ and forestry in Mongolia. A multi-stakeholder advisory group was also 
established for this study. This advisory group met at the beginning of the study period to help inform 
the themes of the research, and again in December 2017 to evaluate initial findings and policy ideas. 
 
The relatively short period available for undertaking primary research means this report cannot be 
considered an in-depth or definitive study. It should be read as a preliminary survey that attempts to 
highlight some key themes that are important to consider further. Several of these themes deserve 
more in-depth study, and this is particularly relevant at the local level.  
 

The authors are also 
aware that the views of 
the people interviewed 
for this study have to be 
treated carefully.  

Information on corruption can be sensational, unreliable and possibly tainted with underlying agendas. 
There is rarely irrefutable evidence. This report therefore treats perceptions and allegations of 
corruption carefully.  
 
The research team was not successful in meeting senior people working at the Ministry of Environment 
and Tourism, including the Director of Forests Policy and Coordination, who is also the national 
government focal point for REDD+. This is unusual, and the advice of the UN-REDD programme in 
undertaking anti-corruption assessments is to ensure active and early participation by senior 
government representatives. As such, the research is limited as it does not include the views of those in 
key positions of authority of the main government institution that might be the source of both anti-
corruption strategies, as well as some of the corruption problems as well. This has implications on a 
methodological level, but more important is the implications for policy; the lack of engagement may 
mean any anti-corruption strategy or action plan is on uncertain ground.   
 

1.2. On defining corruption 
 
Law of Mongolia on Anti-corruption (2006) defines corruption as ‘abuse of power by public officials for 
personal gain, giving advantage to others, and taking illegal advantage from a citizen or legal entity.’ As 
this law only concerns the public officials and the duties of the anti-corruption agency, its definition of 
corruption is also limited to those in public authority. Meanwhile, UN-REDD (2014) defines corruption as 
the “abuse of entrusted authority for private gain”, which is applicable to both public and private sector 
corrupt practices.  
 
There are several types of behaviours and activities that almost everywhere are agreed to fall under this 
definition. In the context of natural resources extraction, these include government officials taking 
bribes or kick-backs to do their jobs; people in positions of authority stealing public money; the 
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improper use of money, or other inducements (or threats) by companies and individuals to influence 
decision making by elected authorities in their favour and abuse of discretion. But beyond this, what is 
meant by abuse and what is meant by private gain can be subject to different interpretations. The tricky 
aspect of studying corruption is that its meaning can be heavily influenced by rivals views on what 
constitutes acceptable use of power, whether someone’s actions negatively impact them or not, and on 
beliefs about how governments and organisations ought to work. This corruption risk assessment does 
not set out to resolve these longstanding definitional debates. The approach to researching corruption 
in Mongolia’s forest sector was to ask people about their views and experiences of corruption, without 
challenging them to define what they mean. The definitional issue was left open. This resulted in some 
instances of ambiguity, but generally people spoke about similar issues. The report highlights instances 
where definitional ambiguity arose in the research, although we see no merit to resolving these 
ambiguities here. It is possible that in taking forward debates on corruption and anti-corruption policies 
in Mongolia for REDD+, people will want to question the underlying definitions and challenge 
inconsistencies. This debate should be encouraged as it may help reveal differing cultural and ideological 
beliefs, and what people’s expectations about a non-corrupt system of governance should look like. 
 

2. Context  
 

2.1. An overview of corruption in Mongolia  
 
Beyond the specific case of the forestry sector, evidence from multiple reports suggests Mongolia 
suffers from extensive corruption, and this is evident at all levels of government. Public perception 
surveys, while not necessarily reliable insights into actual rates of corruption, nevertheless demonstrate 
that many people believe corruption is systemic and embedded in politics and public administration. 
The Asia Foundation has been undertaking semi-annual public surveys on corruption since 2006. The 
results show that corruption is consistently among the top three concerns for the majority of people, 
alongside unemployment and inflation (Asia Foundation, 2017). 
 
One of the most in-depth studies on corruption in Mongolia (USAid, 2005) described how corruption 
flourished as an outcome of the political and economic reforms instigated in the early 1990s, which, as 
happened in other transitional economies, led to the creation of a wealthy political elite and a blurring 
of lines between public and private spheres. The assessment considered conflicts of interests to be 
‘rampant’, and that Mongolia was heading in the direction of ‘state capture’; where policy making by the 
central government is corrupted for the interests of a small minority.   
 
This situation was blamed in the USAid report for setting the tone for widespread corruption at lower 
levels of government. People reported that paying bribes was normal, and that the provision of 
government services or winning government tenders often required facilitation payments and kick-
backs. Indeed, the value of public sector procurement contracts in Mongolia has risen substantially in 
the 2000s, facilitated by the mining boom. World Bank analysis describes how legislation has lagged 
behind this growth, and that poor oversight has allowed the costs of procurement contracts to be 
exaggerated to facilitate larger kick-back payments (Fritz, 2014 p.50).   
 
Frustration with corruption in Mongolia has led to a range of anti-corruption measures, many of which 
have been supported by foreign donors. Mongolia’s government has participated in the Anti-corruption 
Network for Eastern Europe and Central Asia, established in 1998. In 2003 this network agreed to the 
Istanbul Anti-Corruption Action Plan; an inter-governmental initiative that consists of regular reviews on 
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progress to adopt anti-corruption policies, including those contained in the UN Convention Against 
Corruption, which Mongolia ratified in 2005. The most recent review of the Istanbul Anti-Corruption 
Plan, undertaken in 2016 by the OECD, demonstrates that Mongolia has put in place considerable laws 
and policies to address different forms of corruption. 
 
 Indeed, the Mongolia Parliament approved a National Program to Combat Corruption in November 
2016, and in the same year 2016 Mongolia initiated its second National Action Plan under the Open 
Government Partnership. The government of Mongolia has also enacted several pieces of legislation on 
government transparency, and has obtained relatively good scores on budget transparency according to 
international surveys.1 In 2015 the Government published detailed budget and audit reports, and made 
available for the first time a ‘citizen’s budget’, designed to make information on pubic financial 
management more accessible. However, the OECD warns that progress remains unsatisfactory on some 
fronts, including the independence of the judiciary, and that in some areas progress has been lost, 
particularly on procedures to promote integrity in government procurement (OECD, 2016a). 
 
Mongolia therefore stands as an example of the difficulties facing anti-corruption reforms in contexts 
where corruption has become normalised and embedded in the political economy (Heeks & Mathisen, 
2012; Peiffer & Marquette, 2015). Despite considerable legislative reforms, and the establishment of an 
Independent Anti-Corruption Commission, corruption in Mongolia is still widely perceived as common 
and problematic (Quah, 2011, Fritz, 2014).  

 
Figure 2. Source: Asia Foundation, 2017 

  

The latest survey of the Asia foundation presents stark findings. Nearly 90% of people surveyed thought 
the new government will fail to have a positive effect on levels of corruption in the country, with over 
20% predicting the situation will deteriorate. Over 60% of respondents thought corruption had become 
worse in the last three years, with just over 40% agreeing that the government lacked political will to 

                                                           
1 See for example Mongolia’s scores on the open budget index, available at: https://www.internationalbudget.org/wp-
content/uploads/OBS2015-CS-Mongolia-English.pdf  

https://www.internationalbudget.org/wp-content/uploads/OBS2015-CS-Mongolia-English.pdf
https://www.internationalbudget.org/wp-content/uploads/OBS2015-CS-Mongolia-English.pdf
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A MAJOR REASON FOR LOW LEVELS OF CONFIDENCE IN THE IAAC IS 
THE FACT THAT THE PRESIDENT APPOINTS THE DIRECTOR OF THE 
IAAC, AND THEREFORE IT IS NOT CONSIDERED PARTICULARLY 
INDEPENDENT. 

address it, and about 45% agreeing that solving problems through corrupt payments is an habitual 
problem in the country.  What is more, there is the perception that systems of accountability and 
criminal justice are weak and compromised; the majority of respondents thought the judiciary and 
police is unfair. In 2017 only 8% of respondents had a positive view of the IAAC, and public perceptions 
of the IAAC have 
declined over the past 
few years. A major 
reason for low levels of 
confidence in the IAAC is 
the fact that the 
President appoints the director of the IAAC, and therefore it is not considered particularly independent.  
 
What is positive, perhaps, is that the same survey shows an increasing trend in the faith of civil society in 
Mongolia to confront corruption, although this trust has started from a relatively low baseline. The 
perception of the role of the media in challenging corruption is also ambiguous. Similar views are 
reported by Freedom House via their surveys on Freedom of Media (REF). In 2016 Freedom House 
described that Mongolian media is heavily politicised, and that despite laws protecting freedom of 
information and restrictions on government censorship, there are several cases that demonstrate the 
government’s inconsistent approach to upholding these laws. The threat of defamation charges is 
considered high, and the burden of proof is placed on the defendant. High profile cases have included 
criminal charges against journalists for publishing allegations of corruption. Meanwhile, the government 
is reported to have taken steps to censor information on the internet, including information on 
individuals mentioned to have engaged in off-shore banking in the Panama Papers.  
 
An important finding by the Asia foundation survey is of a marked change in how information on 
corruption is published in Mongolia. Print media has declined in influence and credibility, and the 
majority of respondents consider TV and the internet as their primary source of credible information. 
68% of respondents considered TV as the main source of information, with nearly 18% choosing the 
internet. At the beginning of 2017, less than 5% of respondents reported that the print media was their 
main source of information. This may be important in thinking about anti-corruption strategies for a 
REDD+ Program and implementation of a national strategy by government stakeholders.  
 
Public perception surveys should be treated with caution, as they can reflect changes in media reporting 
and the coverage of ‘scandals’. They are not necessarily a good indication of actual problems. 
Nevertheless, other source of information, including various reports aimed at international investors, 
point to similar findings.2  
 

2.2. Corruption and governance challenges at the sub-national level 
 
Although the Mongolian Constitution of 1992 represented the formal departure from the socialist 
system of governance, there was a continuation with established forms of sub-national government 
from the Socialist era. The constitution recognised the three main tiers of local government - Aimag, 
Soum and Bag, and it makes reference to the ideal that these subnational forms of government have 
their own functions and self-governance. These three levels can be summarised as follows:  

                                                           
2 See for example, annual country reports provided through the Business Against Corruption portal: www.business-anti-
corruption.com  

http://www.business-anti-corruption.com/
http://www.business-anti-corruption.com/
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The Aimag:3 The provincial government, of which there are now 21 in Mongolia. The aimag is 

headed by a governor who is appointed by central government. The governor is further supported 
by a locally elected parliament, and a civic assembly of the aimag is formally scheduled to meet 

twice a year.  
 

The Soum: The municipal government organised under the head of a governor, and includes 
both a locally elected parliament and a civic assembly. During the Socialist era the Soum 

was established as a representative body for both the herdsmen unions, and agricultural 
cooperatives. There are 330 soums in total.  

 
The Bag:  The village representative group, traditionally established to represent 

approximately 50 families. Members of each bag are requested to elect a 
representative by referendum. There are a reported 1559 bags in the country.  

 
The approach to decentralisation of government in Mongolia has been subject to several legislative 
revisions. Fiscal independence has been influenced by the realities of the rural economy. Approximately 
half of the population resides outside of the capital, however the local economy is generally 
underdeveloped and provides limited tax base for aimag and soum administrations. Thus, funding for 
sub-national government for service delivery remains highly dependent on central state transfers. These 
are decided on an annual basis via the central budget, while there are additional sources of income from 
special government funds, including the Fund for Local Development, created in 2013.  
 
Over the past 20 years, the relationship and responsibilities between the local government and central 
ministries in service delivery has been revised frequently, which has seen the responsibilities and 
budgets for local level government fluctuate considerably. For example, the Public Sector Finance and 
Management Law finalised in 2002 transferred greater powers back to central Ministries. It caused a 
reduction of the share of national GDP that was spent by aimag authorities from nearly 20% in 2001, to 
less than 5% in 2007 (Lkhagvadorj, 2010, p.96). Government policy was changed again in 2013, with the 
Integrated Budget Law, which transferred greater responsibilities for the delivery and control of a range 
of services at the aimag and soum levels, including, for example pasture management and local public 
infrastructure. 
 
Today, the extent of decentralisation in Mongolia is complex and unsettled. In general terms, laws and 
policies, including on taxation and revenues, are set by the central government, and budgets of local 
government are predominantly defined by central transfers and directives. Local government 
administrations are tasked with service delivery, although there remain several areas where this 
responsibility is shared between central ministries and local authorities. The influence of civic 
assemblies at the aimag and soum level is therefore largely restricted to one of oversight of service 
delivery, and is not generally empowered with extensive autonomy in policy decision-making. Budget 
constraints also mean organising meetings among citizens’ representatives is often. 
 
This arrangement is open to various criticisms; including the view that decentralisation has been 
resisted. As a result, enduring and effective local government is undermined by uncertainty. What is 
more, the central state has been blamed for under financing rural provinces and channeling 

                                                           
3 The capital has been organised differently, and has nine districts and initially 117 sub-districts (subsequently increased to 152) 

21 

330 

1559 
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disproportionate funding to the capital’s districts (OECD, 2016c). Provincial and municipal government is 
therefore regarded by some as chronically underfunded, and unfairly so.  
 
To what extent sub-national government is further undermined by corruption in this context is difficult 
to establish. There have been few empirical studies. The IAАC has included provincial governments in 
corruption perception surveys, and it is reported that these surveys have revealed serious concerns with 
fiscal accountability and conflicts of interests.4 The International Budget Partnership has undertaken 
research in Mongolia on fiscal transparency at the sub-national level, and found quite low levels of 
transparency and public participation in the budget cycle.5 However, it is possible that demand for 
participation and fiscal accountability from rural citizens is low, primarily because government 
expenditures at this level are so highly dependent on central state transfers, rather than local taxation. 
Overlapping responsibilities between central ministries and local administration may make civic 
oversight and accountability in government particularly difficult. A review of the Constitution of 
Mongolia highlighted that conflicts of interests as well as nepotism in local government is common, but 
also unsurprising given both underfunding of local government budgets and the fact that the size of 
local government is quite small (UNDP, 2016). The average population of soum level government is less 
than 5000 individuals. 
 
A political economy analysis of development reforms in Mongolia, undertaken by the World Bank, also 
described that electoral reforms at the local level substantially increased the amount of money spent on 
local elections, which in turn encouraged nepotism in the allocation of resources, but also 
embezzlement of public finance.  
 

“Incentives for direct participation in politics increased with the onset of the great game of 
distributing rights to natural resources. One way for elected MPs to recoup costs paid  for the 
party to get a parliamentary seat, is via kickbacks paid as part of public sector contracts” (Fritz 
2014, p.51).  

 

2.3. Characterisation of the forestry sector  
 
According to the government’s forest taxation inventory, Mongolia has just under 18,000,000 hectares 
of forest land, with the majority, just over 13,000,000, being boreal forests found in the northern 
territories, and the remainder being saxual forests found in central and southern territories (UN-REDD 
2018). Mongolia’s Forest Reference Level shows that between 2005 and 2015, about 5000 ha per year 
was deforested, i.e. permanent land use change to non-forest. A further 150,000 hectares is classified as 
degraded each year (ibid.).   
 
The direct drivers of deforestation and forest degradation are complex and inter-dependent, with the 
effects of climate change (including reduced rainfall and higher annual temperatures) making matters 
more unpredictable and worrying. Indeed, a considerable threat to the ecology of Mongolia’s forests 
come from pests and fire, both of which have become more prevalent, damaging and difficult to 
manage because of changes in climate (Ministry for Environment, Nature and Tourism, 2009, 
Dorjsuren 2014).  

                                                           
4      It has not been possible to locate the primary data from this research from the IAAC.  
5 See the webpages of the Open Budget Initiative Subnational Budget Transparency Initiative: 
https://www.internationalbudget.org/wp-content/uploads/Measuring-Subnational-Budget-Transparency-Participation-and-
Accountability-mongolia_final.pdf  

https://www.internationalbudget.org/wp-content/uploads/Measuring-Subnational-Budget-Transparency-Participation-and-Accountability-mongolia_final.pdf
https://www.internationalbudget.org/wp-content/uploads/Measuring-Subnational-Budget-Transparency-Participation-and-Accountability-mongolia_final.pdf
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Figure 3 

The contribution to deforestation and 
forest degradation by commercial and 
subsistence timber harvesting remains 
unclear, largely due to differing 
opinions on the rate of illegal logging 
in the country. Indeed, rates of 
reported legal logging declined 
significantly in Mongolia after the 
transition to a market economy in the 
early 1990s. Prior to this, during the 
Socialist era, annual allowed harvest 
rates of timber from forests in 
Mongolia stood at over 2.2 million m3 

(UN-REDD 2016). This figure fell sharply in the early 1990s to less than 1 million, and for some years in 
the mid to late 1990s to less than 500,000 m3.  
 
The initial decline is attributed to the collapse of the large joint-venture logging companies that were 
established during the Socialist era. However, Mongolia has also seen a shift in being an exporting 
country of timber to relying more heavily on imports of processed timbers, primarily from Russia.  
 
Despite the increase in imports of processed timber, several sources suggest domestic demand for wood 
fuel is much higher than supply from legal timber harvesting, meaning that extensive illegal logging 
could be taking place (UN-REDD 2013). However, estimates of illegal logging in Mongolia are disputed, 
and some experts believe it is a less significant problem than previously indicated (see section 4.2. 
below). 
 
The relationship between logging and deforestation and degradation is also made more complex by 
changes to the nature of harvesting. During the Soviet Union era logging companies carried out clear-
felling of larger areas of forests, followed by a policy of allowing natural regeneration to occur. In 
contrast, since then the majority of domestic timber production in Mongolia has been through forest 
cleaning, including collecting dead and fallen trees. Less than 10% of official timber production in 
Mongolia comes from the cutting of live trees (UN-REDD 2016). Nevertheless, forest cleaning may be 
done on excessive levels and can negatively impact on forest ecology, which in turn contributes to 
longer term forest degradation.  
 
A further driver of deforestation has been clearing of forests and forest soil by mining, although the 
extent of this is not well documented, and the potential impact of mining was considerably reduced 
when the government revoked mining licenses and exploration permits in forest areas in 2010 (UN-
REDD 2018). Recently a lifting of the ban has been advocated in Mongolia, and if this occurs, it is 
possible that mining may become a more important direct driver of deforestation and degradation.  
 
Government and donor funded projects for tree planting have been extensive, but reviewed negatively 
(see section 4.4. below). Official government data on reforestation suggests two thirds of planted areas 
fail within one year, and that areas successfully established as forests through tree planting efforts 
amount to only 200 hectares a year for the past decade (UNDP 2016).  
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THE SHIFT TOWARDS PRIVATISATION IN THE TIMBER INDUSTRY 
PARTLY EXPLAINS THE DECLINE IN THE DOMESTIC TIMBER SECTOR, 
MONGOLIAN STATE POLICY WAS ALSO TRANSFORMED FROM ONE 
BASED PREDOMINANTLY ON UTILISATION, TO ONE INCREASINGLY 
INFORMED BY CONSERVATION. 

2.4. Governance and institutional challenges 
 
The precarious environmental status of Mongolia’s forests can be partially attributed to a crisis in forest 
governance, which has multiple dimensions. During the Socialist era, forestry was centrally planned and 
industrialised, heavily subsidised and supported by a relatively well resourced civil service (Jaakko Poyre, 
1995). By the early 1980s, the forestry sector was served by its own Ministry, the Ministry of Forest and 
Timber Industry, and was rated as the 4th largest sector in the economy after energy, mining, and 
construction. However, the Ministry was abolished in 1987, as it was merged with the department of 
meteorology, hydrology and environment and was placed under the Ministry of Environment 
Protection. In the early 1990s, forestry was then rapidly privatised and the large joint-venture 
companies were replaced by far more numerous, smaller and poorly capitalised local companies. Many 
of these companies failed to survive and went bankrupt. Because most of these newly formed 
companies lacked investment in technology, they still continue to use outdated and more destructive 
system of harvesting. Considerable investments would be needed to transform the private timber 
industry into one that could increase commercial production on a sustainable basis.  
 
While the shift towards privatisation in the timber industry partly explains the decline in the domestic 
timber sector, Mongolian state policy was also transformed from being one based predominantly on 
utilisation, to one increasingly informed by conservation. During the 1990s, 85% of Mongolia’s forest 

estate was designated as 
protected areas, where 
commercial timber 
production is prohibited. 
Critics of this situation 
argue there has been a 
decline in active forest 

management as a result, including the removal of over mature trees and substantial thinning in the 
newly protected areas. It is possible this has contributed to a forest estate that is more vulnerable to 
degradation through fire and pests.  
 
The ability to respond to fires and pests has also been undermined by a failure of adequate state 
investment. From the 1990s onwards forestry was neglected and undervalued. As a less productive 
sector, there was a marked decline in state resources for forest management and conservation. There is 
now little capacity to respond to fires by air, whereas this used to be available under the socialist era; 
monitoring and responding to forest fires was previously handled by the Civil Defense component of the 
national military, with a fleet of helicopters, but this was disbanded in the early 1990s as Soviet funding 
abruptly ended (Nyamjav, 2007). Despite some improvements, Mongolia lags behind international best 
practice in the use of biological pest control methods. Most pest control activities and tree planting 
efforts have been outsourced to private companies, who are granted short term contracts. The number 
of registered companies eligible for undertaking a range of forest sector work has risen to a high level, 
and in recent years the number of registered companies has exceeded 700 (UN-REDD, 2016). The 
professional qualifications of these companies has been regularly questioned, and oversight of contracts 
for goods and services is generally considered poor (see section 4.4 below).  
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2.5 Decentralisation and community co-management 
 
Following national policies of decentralisation, decisions on allocating licenses and permits, the 
responsibility for revenue collection, as well as the local management and oversight of forest activities, 
has been granted to sub-national government. The day to day management of forest in provinces is 
therefore largely devolved to aimag and soum level authorities, including provincial environmental 
organisations and soum and inter-soum forest units, both of which are appointed by local authorities 
and report to them. However, the Ministry of Environment and Tourism (today’s name), alongside the 
Forest Research and Development Centre, provide national policy direction and research, including 
establishing annual harvesting quotas.  
 
In the context of stressed public finance at the aimag level, funding and technical expertise at the local 
level of government for forestry is thought to be grossly inadequate. Survey’s undertaken by GIZ in 2012 
of soum and inter-soum forest units found 65% of positions were not filled, and that fewer than half of 
the staff had professional qualifications relevant to their duties (GIZ, 2012). Access to equipment and 
transport is also lacking, meaning environmental inspectors and forestry staff are severely restricted in 
undertaking their work. Indeed, it was reported that in 2011 there were about 400 forest rangers 
employed to patrol the country’s vast forest estate (UN-REDD, 2016, p.74).  
 
In addition to decentralisation of government, Mongolia has followed international trends in 
establishing laws that allow areas of forests to be managed by forest user groups. This is a policy that 
was undertaken with advice and financing of external donors, for whom support for forest sector 
reforms became more accessible and urgent after the economic and political transition. Initial efforts to 
establish pilot community forest project began in the late 1990s, and progress has been remarkable 
since then, with nearly 1300 of these groups being registered today.  
 
To some extent the formation of these groups has contributed positively to the poor levels of state 
management for forests. However, the effectiveness of community based forest management has been 
undermined by the limited external support provided to these groups, as well as restrictions on income 
generation from forestry; there are very limited opportunities for these groups to undertake commercial 
activities. Large numbers of forest user groups are therefore inactive.  
 

3. Concerns with Corruption in the Forestry Sector 
 
The governance challenges facing Mongolia’s forestry summarised above are well established. However 
research for this report suggests that corruption in the forestry sector adds another dimension to the 
problem, and remains a concern for a range of stakeholders. Although many issues were raised by 
stakeholders, most fall under the following four broad thematic headings: 
 

3.1. Forest tenure 
 

Since the late 1990s, the Mongolian government began issuing long-term contracts for forest tenure to 
non-state entities. These contracts of forest tenure have been granted to both forest user groups and 
private timber companies. The contract initially provides tenure for one year, which is then extended 
after the production of a satisfactory forest management plan. Forest tenure agreements can last for up 
to 60 years, with the option of renewing for a further 40 years. Every ten years the owners of the forest 
tenure are required to undertake a forest inventory.   
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Recent data shows that there are 1,281 registered forest user groups, and collectively they have been 
issued with tenure covering some 3.345 million hectares of forest, which equates to nearly 19% of forest 
area in the country. In comparison, there are 90 private companies with forest tenure contracts covering 
just over 680,000 hectares, which equates to 4.7% of the forest area.  
 
A forest tenure agreement in Mongolia does not confer ownership of trees or plants in the forest, and 
there is a fairly restrictive approach to defining user rights and obligations. Tenure contracts are issued 
on the basis that the tenant is expected to protect and restore the forest, and a failure to do so can be 
used as a reason, at any time, to revoke the agreement. At the same time, while a forest management 
plan sets the parameters for production activities of the group or company, an annual contract is 
required from the local government to harvest timber, deadwood or non-timber forest products. The 
contract is usually issued by the authority of the soum governor. Production contracts set out the 
methods and quantities of production, and producers must pay a fee for the allocated resources; the 
‘forest resource fee’. 
 
Additional timber, predominantly fuelwood but also some poles for construction are produced as a 
result of state managed thinning. Although this used to be undertaken by the state’s forest department, 
the process of privatisation in forestry means that now almost all of this work is contracted out to 
private companies. These contracts for forest cleaning and thinning can be entered into by the central 
state, aimag authorities or the soum authorities, and each should have a budget for this work. Where 
groups or companies have been employed to undertake this service, they are paid 120,000 MNT per 
hectare that has been thinned, and they are allowed to keep the resulting timber for selling, but with a 
reduced rate for the resource user fee. This concession on fees can be from between 60% to 100%, 
depending on the type of service. These reduced rates are also applied to forest user groups for 
preparing fuelwood in their forests.  
 
Forest user groups are permitted to be paid for undertaking forest thinning by local government, 
although they are prohibited from selling excess timber in urban centres other than within their own 
soum. In practice, it is described that very few groups receive government founding for this work, and 
predominantly it is private companies that are used by the state instead. It is also reported that some 
groups make successful applications for timber and fuelwood production, but enter into an agreement 
with private companies to undertake this work on their behalf.    
 
Customary rights to forests, including for grazing livestock and collecting fuelwood and food, have 
existed in Mongolia, although these rights have not been formalised in law. As such subsistence use of 
the forests by herders and local people is tolerated in some areas, and can be governed to some degree 
by local authorities. However, it also reported that subsistence use of forests is a source of conflict, and 
perhaps increasingly so as livestock numbers are increasing (partly due to government subsidies), and 
more areas are placed under the supervision of forest user groups who can restrict and control access 
by non-members.   
 
In addition to groups or companies with long-term contracts over certain areas of forests, other 
companies are certified to undertake work in forests, including the production of timber and harvesting 
of non-timber forest products, as well as undertaking state contracted pest control, providing forest 
inventories and developing forest management plans for tenure rights holders. These companies, or 
Private Forest Entities, require a certificate by the Ministry of Environment and Tourism to bid for 
government contracts, and certificates are required to be renewed every three years. It is reported that 
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THE OVERRIDING POLICY HAS BEEN TO ADOPT A PRECAUTIONARY 
APPROACH, THEREBY SETTING QUOTAS AT A LEVEL WHICH SOME 
BELIEVE IS WELL BELOW SUSTAINABLE LEVELS OF EXPLOITATION. 

for the past few years as many as 650 to 800 companies have been issued certificates for forest work, 
although a minority are certified for undertaking timber harvesting and forest cleaning or thinning.  
 

The allocation of annual 
contracts for harvesting 
timber and non-timber 
forest products is based 
on a nation-wide total 

allowed harvest agreed on by the State Great Khural, which in turn is informed by recommendations 
provided by the Ministry of Environment and Tourism. The proscribed method used to inform this 
recommendation for total annual harvest rates is not clear from available legislation. However, it is well 
established that the overriding policy has been to adopt a precautionary approach, thereby setting 
quotas at a level which some believe is well below sustainable levels of exploitation.  
 
Based on the annual quota, the central state then awards a total annual quota to each of the aimag 
governments, which in turn is allocated by them to the soum level of authority. It is described that this 
process of decision-making in the allocation of quotas is influenced by requests submitted by groups and 
companies to the soum authorities, and that this information is collated and passed on to the aimag 
authorities. It has also been described that actual allocations made by both aimag and soum governors 
may take into consideration the previous year’s production.  
 
While companies and groups residing in a particular soum will receive their annual contract for forest 
use from the soum governor, private forest entities based outside of the soum may also be given 
licenses for forest harvesting and forest management activities as well, with contracts provided by 
either the central government and the district government. 
 

 

Nature and extent of corruption in Forest Tenure 
 
Corruption has emerged as a serious concern in forest tenure systems in many REDD+ 

implementing countries. While it is common for states to remain the owners of the most 
important forest lands, the allocation of access and user rights to companies, groups and 
individuals has been subject to various abuses of public authority. In numerous countries, this 
has resulted in the unfair allocation of forest lands to political elites, the granting of long-term 
access to unsustainable companies based on conflicts of interests and illicit payments, and in 
extreme cases it has led to forced evictions of indigenous communities with customary rights to 
forests. Due to these problems, the international community developed the Voluntary 
Guidelines on Responsible Governance of Tenure on Land, Fisheries and Forests, which includes 
strong recommendations for countries to put in place mechanisms to achieve democratic 
accountability and address corruption in forest tenure.  

 
In many REDD+ countries corruption in forest tenure has taken place where there are significant 
competing interest in land use, predominantly involving commercial logging and agriculture, but 
also infrastructure developments and mining. Although mining in Mongolia is occurring in forest 
areas, so far the threat to the forest estate has been relatively small and localised. It is unlikely, 
given the terrain and climate that large-scale agriculture will be a factor causing deforestation. 
In addition, since the transition to a democratic market-based society, the Mongolian state 
gazetted the majority of the forest as being protected; where commercial activities are 
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prohibited. Only a small proportion of forest lands is made available for commercial activities, 
and in this part of the forest, the harvesting of timber and non-timber forest products is quite 
restricted; partly through limits on quotas, but also because large areas of the forest are 
inaccessible and domestic timber production companies lack resources and capacities. Indeed, it 
was apparent in undertaking research for this study that a concern for many forest experts in 
Mongolia is that the existing approach to forest tenure may be too conservative, and this has 
held back the development of sustainable forest management.  

 
In the case of Mongolia, we see little evidence of corruption in forest tenure that is leading to 
substantial deforestation. Nevertheless, the governance of tenure in Mongolia demonstrates 
some risks of corruption, and primarily this relates to arrangements for access to forests and 
related benefit sharing arrangements. 

 

I. Conflicts of interests and companies with long term forest contracts 
 
The process of deciding which companies are awarded long-term concession agreements to is not well 
documented. It would seem that the majority of these long-term agreements were concluded in the 
mid-1990s, following the disbanding of the former state owned timber companies. It is possible that 
those who held more senior positions in the former state owned companies, which may have included 
those more likely to hold positions in local authorities, would have had capital, access to equipment and 
know-how that put them in a strong position to set up new private timber companies.  
 
The opportunities to establish private forest companies was therefore fairly restricted, and it is not 
apparent that there has been, or continues to be, a great deal of competition in rural communities 
among timber companies to obtain forest tenure agreements. This is important in understanding 
corruption risks in forest tenure, as lack of competition for forest concessions means it is unlikely that 
nepotism or illicit payments have been important in obtaining these contracts. However, the more 
obvious risk lies with conflicts of interests.  
 
Indeed, the fact that people who own or work for companies with long-term forest concessions, as well 
as those who play a leading role in forest user groups, also hold positions in local government is 
apparent in Mongolia. This was evident in field research undertaken for this study, where a person 
working as the secretary for the soum Khural openly revealed that she was also employed by a private 
company with a forest concession, and was also a member of a forest user group. 
 
While these conflicts of interests are objectionable from a governance perspective, the problem needs 
to be put in perspective. In many cases the population of soums is quite low, numbering a few thousand 
people in total. Some people may possess the qualities and ambitions to serve local authorities, while 
also being active in local civil society organisations and enterprises. As was described in a review of the 
Constitution of Mongolia published in 2016, the small size of soums means that a few families often 
dominate local politics and business (UNDP 2016, p. 160).  
 
Indeed, given the extremely low pay of civil servants at the local level of government, and that some 
positions are done on a voluntary basis, it may be unreasonable to expect, at this level of government, a 
strict separation of interests in public and private spheres. However, this situation raises concern 
because through policies of decentralisation, local authorities are responsible for ensuring compliance 
with forest laws as well as providing conflict resolution and responding to grievances that may manifest 
among local citizens.  
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ELITE CAPTURE ALSO BRINGS THE RISK THAT USER GROUPS SERVE 
THE INTERESTS OF THE MORE AFFLUENT, AND THEREFORE CAN 
CONTRIBUTE TO INEQUALITIES WITHIN THEIR COMMUNITIES. 

II. Conflicts of interests and elite capture in forest user groups 

 
Conflicts of interests are important in considering the establishment and functioning of forest user 
groups. The process in which these groups are formed is left largely a matter for local citizens to agree 
on. There are parameters set by law, including the requirement that 80% of the members should come 
from the village or town in which the forest is located.  But the request to form a forest user group is 
made by citizens to the local authorities. It is not known if there are competing requests for the 
formation of these groups in the same area, and if this has led to grievances among those who failed to 
have their request approved. However, in many countries where equivalent community based groups 
have been allowed to form; an observed tendency has been the ability of existing elites to assume 
leadership roles (Persha and Andersson 2014).  
 
Leading roles in natural resource user groups have also often been concentrated among men, which is 
evident in Mongolia. A gender assessment of these groups in Mongolia, commissioned by the FAO, 
confirms strong gendered roles, with nearly 80% of the leadership roles held by men.6 While women 
have a higher presence on the management boards of these groups, it was observed that decision 
making processes by such bodies is often done by the male members, and women often play a passive 
or silent role.  
 
There are differing views on whether ‘elite capture’ of community resource user groups is problematic. 
Strong leadership can be regarded as an important factor in the success of such groups. However, elite 
capture also brings the 
risk that user groups 
serve the interests of the 
more affluent, and 
therefore they can 
replicate and even contribute to inequalities within their communities.  
 
In Mongolia there are no systems in place to ensure democratic selection of forest user group leaders 
and members of their management board from among the residents of a particular area. There are also 
no rights for citizens to be part of a forest user group if they want to. Citizens do have the right to 
request access to a forest under the tenure of a forest user group, although the forest law states that 
the decision is up to the group leaders and soum authority to agree on. However, members of these 
groups are under no obligation to include others or to consent to providing non-members user rights.  
 
According to the government rules for forest user groups, the management committee of these groups 
also has the right to expel existing members, although it is not clear on what grounds a member can be 
legitimately removed, and whether there are accessible grievance mechanisms. 
 
While we lack insight into the extent to which decisions by forest user groups relating to inclusion and 
exclusion are fair, the existing arrangement seems vulnerable to arbitrary decisions, which could lead to 
marginalisation and conflict in rural communities. Some sources explained that these risks are generally 
low as the majority of forest user groups are providing very modest incomes and benefits for their 
members. However, by the same reckoning, we should expect that governance challenges may increase 
if the potential for income generation increases, which may include access to donor support or income 
through REDD+ policies and measures.  

                                                           
6 Unpublished internal report shared with the authors by the FAO’s country office in Mongolia.  
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III. Nepotism and bribery in licensing for forest use 

 
The situation in Mongolia, whereby contracts are issued to companies and individuals to undertake 
harvesting of timber and NTFPs, including the collection of deadwood and timber from forest cleaning 
and thinning, is complex. This is because granting permission to operate in forests can be issued by both 
the central state and local authorities, and there does not seem to be extensive co-ordination between 
both levels. In fact, a complaint is that despite forest inventories and management plans being 
developed with assistance from the central state forest department, these are rarely consulted or 
publicised by local authorities. A report by the Forest Research and Development Department at the 
Ministry for Environment and Tourism stated:  
 

“In every ten years, the national forest inventory is conducted by spending an enormous sum of 
money from the state budget to develop forest management plans. However, local authorities 
do not use the forest management plan, and usually, it is kept in the safe box of one local 
government official without ever being used. They often do not deliver the management plans 
to soums; never keep journals or track changes in the forest resources, and do not have any 
studies and researches conducted about utilization of forest reserves” (p.12). 

 
Again, it has been described by forest experts, members of forest user groups and in the FAO’s 
assessment of forest tenure, that at times governors and executive members of citizen assemblies, at 
both the aimag and soum level, award user rights in an arbitrary and opaque way, which has given rise 
to a perception of nepotism by others. To put it simply, friends or family members, or political party 
affiliates, have a disproportionate chance of gaining user rights or succeeding in receiving government 
contracts for forest use. A review of forest tenure systems in Mongolia, in comparison to the Voluntary 
Guidelines on Tenure by the FAO in Mongolia stated: 
 

“Despite adequate legal and policy framework for non-discrimination, many poor and 
marginalized people lacking connections and adequate information are discriminated in 
obtaining institutional services. In particular, reforestation tenders tend to be granted to more 
privileged users rather than those living in the vicinity of the forests subject to reforestation.” 
(FAO, forthcoming) 

 
Previous research undertaken in the mid-2000s by the World Bank described that many companies 
wanting to obtain an operating license in the forestry sector faced extremely difficult bureaucratic 
obstacles, due to state requirements for satisfying eligibility criteria (World Bank, 2006, p.38). This 
created a situation where companies relied on bribes to obtain operating and user licenses, and those 
with close connections in local government found the process far easier to negotiate. 
 
It was not possible to undertake an extensive survey of these problems to update the analysis provided 
by the FAO or World Bank, although of the few companies spoken to in Selenge province, they did not 
describe having to pay bribes for obtaining their own annual timber licenses, and they did not think this 
was usual. Other forest experts suggest facilitation payments for annual permits by timber companies is 
more common.  
 
However, forest user groups and private timber companies do complain that contracts for forest 
management services, such as undertaking forest thinning, as well as pest control and afforestation, are 
routinely given to companies who do not meet the criteria for gaining an operating license. This is 
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perceived to be because these companies either have close connections with the authorities, or that 
they have paid a bribe.  

IV. Failure to consent and compensate to forest user groups 

 
The Forest law also obliges government authorities to consult forest user groups and to gain their 
consent when issuing authorisations for access to their forest areas. The law also establishes that in such 
cases where access is granted to a forest licensed to a forest user group, the person or company granted 
access must pay a certain portion of the expenses for forest fund protection, restoration and cleaning 
measures to the forest tenant of that forest. The law is unclear on what amounts need to be paid.  
 
The research team was told that rules regarding the payment of fees to forest tenants by companies and 
people issued with licenses in their forests are often not adhered to. Moreover, there is a problem that 
decisions by public authorities are being made with minimal consultation. One representative of a forest 
user group described that a company had been issued with a license to undertake fuelwood production 
from within the forest area owned by them, but there was no prior notice given to the group and the 
soum forest unit was not overseeing the work, as is also stipulated under the Forest law (personal 
communication, Thunkhel village). Without prior notice to there being a proposed license, it is of course 
impossible for the forest user group to consent to it. 
 
Having a transparent system in place, whereby proposed user licenses are made public in an accessible 
way, may alleviate this risk. Ultimately, if decisions by authorities are made without consultation and in 
ways that undermine or conflict with the management plan of the forest user group, then the forest 
user group should have recourse to local law courts. We are unaware if such a case has occurred, or the 
extent that local judges are likely to act against the soum or aimag governors?   
 
It must be stressed that although there are complaints regarding the abuse of power by district and local 
public authorities in issuing user rights to forests, it is extremely difficult to know if these problems are 
widespread. The FAO’s assessment suggest they are, describing the situation as lacking in transparency 
and consultation in many areas. However, the research team have also been told by other forest experts 
that the situation seems to be improving and that the more established forest user groups are aware of 
their rights and better able to defend them. Another person from an international NGO working to 
support about 80 forest user groups in one region of Mongolia, thought that these abuses are fairly rare 
in this region.7 There were no cases among the groups with which they are working of special permits 
being issues in their forests without their consent.  

V. Further issues  

 
Due to time constraints for this study, it was not possible to consider all aspects relating to corruption 
risks in forest tenure. There are other aspects that ought to be explored further.  
 
Grazing: One issue relates to grazing in forest areas, as well as areas set aside for tree planting and 
afforestation. As noted, Mongolian law provides ambiguous tenure rights for herders, although there is 
documented customary rights. There has also been a steady increase in the number of goats and cattle 
in Mongolia, encouraged through government subsidies, particularly for the production of valuable 

                                                           
7 Interview, WWF, Mongolia. October, 2017.  



DRAFT 

                                                                                               
                                                      

27 
 

cashmere wool. Grazing is identified as a threat to forest degradation, largely due to the damage to 
saplings, thereby reducing forest regeneration and tree planting efforts. In this context, there is 
potential for increasing tensions and conflict between the interests of forest tenants and those of 
herders. the role of local authorities and community based groups in managing these challenges is 
critical. However, this is an aspect where conflicts of interests may be presented, such as local politicians 
and government officials being owners of sizeable herds. It has not been possible to consider this 
subject in sufficient depth, however it is an area where  more understand would be beneficial .  
 
Mining: A second issue relates to mining in forest areas. It is not clear to the research team the extent to 
which mining is occurring in forest areas in Mongolia, and to what extent it presents a direct threat to 
deforestation and forest degradation. The subject of mining in forests has been omitted from this report 
predominantly because information was difficult to obtain and several sources downplayed this as a 
theme for the study. However, during the process of compiling this report, the research team was told 
that rules prohibiting exploration and mining licensing in forests might be lifted. Any subsequent 
increase in mining activities in forest areas presents a range of potential problems, including free, prior, 
informed consent by forest user groups, benefit sharing, as well as measures to mitigate the 
environmental impact. Recent assessments  highlight high levels of risks of corruption at the local level, 
including in relation to exploration  and extraction licenses, the payment of compensation and the 
ability of authorities to ensure mining companies follow environmental procedures, including in 
rehabilitating land (IRIM, 2016) 
 

3.2. Forest law enforcement & illegal logging 
 
The responsibility for oversight and law enforcement in the forestry sector has evolved over the past 
two decades and remains shared among various departments, agencies and groups at the local and 
national level. Up until the late 1980s, the role of protecting forests was centralised under the then 
Ministry of Forestry and Forest Industry. Officials working at the local level, including forest rangers, 
operated as extension services of the Ministry. They were hired and managed from the central state. 
However, during the late 1990s, policies of decentralisation meant that forest units and environmental 
inspectors were established under the authority of aimag and soum governors, and financed by their 
annual budgets. In 2002, the General Agency for Specialised Inspection (GASI) was established, and staff 
in the GASI include those dedicated to forestry. However, the relationship between the central GASI and 
aimag level environmental inspectors is one of support and technical advice only. The same 
arrangement exists between the forestry departments of the Ministry of Environment and Tourism, and 
the soum forestry units.  
 
The primary roles of soum forest units is to establish the location of trees to be cut, oversee forest 
cleaning and thinning contracts, and to monitor afforestation and pest control services, as well as 
monitor the implementation of management plans and activities of FUGs. The role of environmental 
inspectors is one of more general oversight on the work of the forest units, and includes the issuing of 
certificates of origins for companies and people who wish to transport timber, fuelwood and non-timber 
forest products between soums and outside of the aimag. The certificate of origin represents the key 
document issued by authorities that demonstrates the legality of the forest products.  
 
At the national level, the police have a department on environmental crimes, and there is a dedicated 
representative who’s mandate is to address forest crimes. Under the auspices of the Ministry of 
Environment and Tourism, there is a multi-stakeholder working group on illegal logging, comprising 
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representatives from the Ministry, the police and civil society. As the Ministry also directly finances 
private forest entities to undertake forest management activities, is assumed that the Ministry, through 
the Forest Research and Development department, has the responsibility and jurisdiction to undertake 
monitoring and evaluations on these services, although to what extent this involves the active 
participation of either environmental inspectors at the aimag level, or the soum forest units, is not clear. 

The extent of illegal timber harvesting in Mongolia 

 
There are a range of potential offences in terms of forest harvesting in Mongolia. Although illegal 
logging is primarily depicted as unauthorised over harvesting of timber resulting in additional forest 
degradation or deforestation, it also refers to the cutting of timber from unauthorised places and using 
the wrong methods. As such, illegalities may exist without necessarily contributing to extra timber on 
local markets.  
 
Several studies concluded in the early 2000s claimed illegal logging in Mongolia was high, and 
represented one of the most serious direct drivers of forest loss and degradation. A report produced by 
WWF Mongolia in 2002 described illegal harvesting as reaching enormous proportions, and that there 
was a virtual free for all in some areas of the country (WWF, 2002 p. 8). Subsequent studies published in 
2004 and 2006 by the World Bank confirmed this view, and argued that not only was illegal logging easy 
to observe in the field, but it was an inevitable outcome of authorised levels of timber production being 
reduced to far below market demand. The WWF and World Bank studies described illegal logging being 
undertaken by subsistence needs in rural communities, but more worryingly also being an organised 
activity undertaken by licensed timber producers and a network of purely criminal business groups.  
 
According to the World Bank, in 2004 the state authorised a total of 617,000 m3 of timber to be 
harvested from aimag forests, yet the Bank’s research estimated annual consumption could be as high 
as 5 million m3. The World Bank thought as much as 80% of timber production in the country could be 
illegal (Crisp et al, 2004). 
 
This view of Mongolia suffering very high levels of illegal logging persists today. For example, in report 
on forest sector financial flows and values (UN-REDD, 2013) the authors estimated that the value of 
illegal timber harvesting was double that of authorised timber, which meant at least 6.5 billion MNT in 
lost public revenues. Research undertaken by the Forest Research and Development Centre, also 
published in 2013 presented a similarly grim picture, stating that “nowadays, logging activities are being 
conducted outside of any laws, regulations, orders and inspections” (FRDC, 2013). It reported on the 
results of a joint investigation into illegal logging in 2012 resulting in fines and penalties amounting to 
approximately 84 million MNT. Likewise, in a recent sector assessment by the Asian Development Bank 
in 2014, the forest sector is depicted as one where “regulations are poorly enforced, and most logging is 
illegal” (ADB, 2014).  
 
Yet several experts on forests in Mongolia claim that illegal logging is not as prevalent as many of these 
studies depict. According to this view, while there has certainly been excessive and unregulated logging 
close to urban centres in Mongolia, there is no evidence to suggest large scale theft of timber resources 
over the past few years that correspond to the picture presented by WWF and the World Bank in the 
mid 2000s. Indeed, neither organisation has invested resources for work on illegal logging in recent 
times, with WWF staff explaining that it is no longer seen as a priority for the organisation. Likewise, 
speaking to people in Selenge province, the overwhelming view there was that illegal forest activities 
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have been reduced substantially over the past few years, mainly because of the expanding role of forest 
user groups. This view seems to be supported by official data on arrests and fines for illegal logging in 
this province. A report undertaken by the aimag audit office of Selenge described that the 
environmental inspector, in collaboration with the police, confiscated 96 m3 of timber in 2014 (Audit 
Office of Selenge Aimag, 2016). This is a fairly small amount compared to the levels of authorised timber 
production, which for that year was 86,000 m3. However, it is impossible to infer actual rates of illegal 
logging from data on confiscation of timber and fines and penalties, partly because law enforcement 
may be ineffective, for reasons that include corruption. 
 
For those who think illegal logging is not as problematic as earlier studies have established, one of the 
reasons is that assumptions about the demand for timber and fuelwood were mistaken, and that actual 
consumption levels have been lower. It may also be that past studies on illegal timber were largely 
accurate, but the situation has changed. Indeed, the research team heard various explanations as to 
why less timber derived from Mongolian forests is being consumed than before. For example, this may 
partly be due to changes in building practices that now favour the use of steel and concrete over timber. 
Moreover, there has been a considerable growth in timber imports. This growth in imports was 
deliberately stimulated by the government in 2009, when it removed tariffs and VAT for imported 
timber and wood products. The idea that local consumers may have shifted to imported timber was 
confirmed by a representative from a woodworker’s association in Mongolia, who explained that local 
timber is of a poor quality and that is has become uneconomical to use in comparison to higher grade 
timber from Russia.  
 
The results of a two year study for the National Forest Inventory for Mongolia should provide scientific 
evidence, as this should document if substantial logging is taking place above authorised levels. 
Reconciling data on forests with data on authorised logging does not seem to have been undertaken for 
the NFI. However, where the research counted the number of tree stumps in the forest left after logging 
activities, and estimated the age of these stumps from the state of their decay, it was found that annual 
logging rates for the past decade were approximately 2.1 million m3 (MET, 2016). This represents more 
than authorised logging rates, and seems to confirm the view that illegal logging continues to be highly 
prevalent. Unfortunately, experts involved in the NFI have expressed some doubt to the authors as to 
whether the methods used to count and age tree stumps is reliable.  

 

Nature and extent of corruption in Forest law enforcement and Illegal logging  
 
Studies by the World Bank and WWF in the early and mid-2000s describe that illegal logging 
was occurring with ‘rampant and institutionalised corruption’. Bribe payments for obtaining 

both operating and user licenses from aimag authorities was normal. In addition, these studies 
alleged that those issuing timber allocations and certificates of origin facilitated over-harvesting 
and the laundering of illegally obtained wood. For example, information, including the date and 
origin on certificate of origins was often left blank, so timber transporters could fill in this 
information if needed at check points. Certificate of origins were also issued for timber that had 
no permit for harvest.  

 
At check points, it was described that law enforcement officials routinely accepted bribes if they 
suspected paperwork was not in order. The study further described that efforts by the State’s 
Agency for Special Inspection to close down unauthorised timber markets in the capital was 
undermined by vested interests in government. If true, this suggests that those with political 
influence and high standing in Mongolia had direct finical interests in the illegal timber trade.  
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In more recent times it is difficult to know if corruption remains so rampant in the forest sector, 
largely because information on the illegal timber trade is hard to substantiate. Nevertheless, 
most people spoken to for this study, even if they disagreed on the scale of illegal logging, 
agreed that law enforcement and compliance in the timber and fuelwood trade is still 
vulnerable to forms of corruption. There were several dimensions to this problem raised by 
stakeholders, although further research is needed to determine the scale and importance of 
these problems.  

I. Authorised logging above quotas 

 
It is described that aimag and soum authorities in some locations have ignored quotas allocated from 
the central government, and therefore have issued permits beyond authorised limits. There is an 
incentive in doing so as this raises levels of local taxes and profits for companies. It is possible that this is 
rationalised by local authorities given frustration with the conservative quotas set by the central 
government. In such cases the resulting timber will be treated as part of the aimag’s legal production, 
although a risk is that reports on timber production provided by local authorities are falsified in order to 
appear in compliance with quotas set by the central state. It does not seem that there is any mechanism 
whereby the central state verifies that locally authorised timber production conforms to their quota 
allocations. The role of oversight is entrusted to provincial environmental inspectors, who are employed 
by aimag authorities and are answerable directly to them.  
 
While there is a concern in Mongolia that authorities at the sub-national level may authorise timber 
production above centrally set quota allocations, a similar concern exists at the central state level where 
authorisations for the export of pine nuts are not aligned with annual quotas either (see 4.3. below for 
further discussion).  

II. Conflicts of interests, political expediency and the role environmental inspectors   

 
There remains a widespread view that at the local level the resources and capacities of both 
environmental inspectors and forest units is very limited, and levels of pay are low. The most significant 
problem this causes is the low levels of monitoring and inspections. This may in fact limit the 
opportunities and incentives for corruption. However, it was alleged that in some locations 
environmental inspectors and forest unit officials turn a blind eye to over harvesting, or do not take 
further measures when trees are cut down from the wrong location.  
 
According to an employee of a timber production company in Selenge, unauthorised harvesting of 
fuelwood and timber is occurring at a high level (contradicting other sources), and there is ongoing 
production of fuelwood and timber through the summer months, when timber production in forests is 
supposed to be reduced to limit the potential of forest fires. This person described that despite the 
obvious presence of transporters and middlemen operating in the area (collecting timber to be taken to 
the capital), the forest unit officials and aimag inspectors are conspicuously absent. The impression 
given was that non-compliance with forest regulations limiting timber production was locally condoned 
by the authorities. Indeed, it is possible that given the importance of fuelwood and timber to some rural 
communities, an effective approach to law enforcement of the local timber industry may not be 
politically beneficial for local authorities.  
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The research team also heard allegations of conflicts of interests and collusion in the timber trade. A 
case was described where an aimag governor was filmed at the construction site of his summer 
residence, apparently using unauthorised timber. It is not known whether this case, which was televised 
in Mongolia, resulted in any further sanctions. However, several sources described that conflicts of 
interests are poorly regulated at the local level. A reason for this is inspectors and forest unit officials are 
directly answerable to aimag and soum governors. Forestry specialists in GASI explained that being 
appointed by the governor undermines the ability of aimag environmental inspectors to intervene in 
cases involving public authorities or their close relatives and friends. 

III. Engagement in illegal timber production by forest user groups 

 
According to many sources, a positive development in efforts to address illegal logging is the spread of 
forest user groups in Mongolia. Most people interviewed for this study thought that these groups 
provided a strong presence in forests that has limited the ability of outsiders undertaking illegal logging. 
Indeed, one of the stated duties of forest user groups is to combat illegal logging in their forests. It is 
reported that some groups employ their own rangers, although these rangers do not have the power to 
issue fines or penalties. Some sources describe that if a forest user group detects an act of illegal forest 
harvesting, then the group is entitled to 15% of the revenue that is generated by the local government 
when auctioning the illegal timber or products for sale. However, it has not been possible to locate the 
legislation that stipulates this, nor is it known if this arrangement is being used.  
 
However, the image of forest user groups being effective in stopping illegal logging is a source of 
differing opinions. One view is that the relationship between forest user groups and environmental 
inspectors is weak, primarily because inspectors do not respond to reported cases by the groups. Others 
report that at times forest user groups have been complicit in providing fuelwood for commercial 
purposes beyond any agreed contract. This would align with the analysis of illegal timber production 
provided by the World Bank in 2006, where it was described rural communities were regularly involved 
in small-scale illegal timber harvesting due to excessive restrictions of forest use by the authorities. 
While we do not have sufficient insights to say with confidence if this is occurring to a large extent, 
examples from outside Mongolia suggest community based natural resource management groups are 
vulnerable to engaging in illegal harvesting of resources, and these activities can be condoned by others 
based on the view that user groups have the right to exploit their natural resources. 

IV. Bribery and fraud in the issuing of certificate of origins  

 
In theory, illegal timber that is produced for commercial purposes should be detected by law 
enforcement officials outside of the provinces where it originated from. Trucks carrying timber usually 
need to pass police road checks. However, the research team heard that transporters either evade road 
checks by taking alternative routes, or that bribe payments are common, which have to be made 
irrespective of whether the timber is legal or not, but have the effect of allowing transporters to deliver 
illegal timber.  
 
In addition there are continuing concerns regarding the issuing and control of certificates of origin. A 
representative from the multi-stakeholder working group on illegal logging described that transporters 
easily obtain fraudulent certificates, either from the local aimag authorities or from an authority in a 
different aimag to where the timber originates. The paper based system for issuing authorisations to 
harvest and move timber is therefore easily abused and it seems there is very little information sharing 
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or checking of information between law enforcement at checkpoints and aimag authorities. It was also 
described that people reuse the same certificate of origin for multiple deliveries of timber and fuelwood.  

Figur
e 4. Source: http://ub.inspection.gov.mn/?p=10543 

V. The role of political elites in the timber trade 

 
Finally, while it was not possible to establish whether political interference was still evident in the state’s 
effort to better regulate fuelwood and timber markets in the capital, as described by the World Bank 
studies in the mid-2000s, multiple sources speculated that political elites have vested interests in timber 
trade and in particular in the import sector. It was noted that the chief beneficiary of the state’s policy of 
keeping authorised domestic timber production at low levels, while removing tax and import duties on 
foreign timber, were timber importing businesses.  

 
Profits from importing 
processed timber have 
become substantial, 
which suggests this 
sector may attract the 
interests of political 
elites. Furthermore, 
importing timber, 
which relies almost 
exclusively on the 
supply from Russian 
companies, requires 
considerable upfront  
capital, which may 
restrict this business 

to existing elites. The problem here is that, as is well documented in Mongolia, the business and political 
spheres are closely intertwined, meaning those with high levels of personal wealth are politically 
influential, and may be able to influence policy in their favour. However, further work needs to 
determine the extent to which the timber importing sector is concentrated among a few business 
interests, and what are the barriers, both financial and political, for companies wishing to purchase 
timber from Russia. Because Mongolia has no laws on beneficial ownership transparency, it was not 
possible to understand who are the true owners of timber importing companies.  

Figure 5: Source: https://www.audit.mn/?p=16201 
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VI. Further issues 

 
The focus on forest crimes in Mongolia has tended to emphasise illegal harvesting and trade in timber. 
However, the most lucrative forest products in Mongolia are NTFPs, including pine nuts. In terms of 
public revenue, pine nuts are far more valuable than timber products (see below). there is some 
evidence to suggest quotas for pine nut harvesting are being ignored, and therefore there could be 
substantial trade in unauthorised pine nuts. Beyond the financial loss to the state, there may be 
ecological implications; harvesting large amounts of pine nut seed is likely to have a detrimental impact 
on forest regeneration. The extent of illegal trade in NTFP, including pine nuts, could therefore be 
subject to further independent research, which should also consider the potential corruption risks.  

 
3.3. Revenue management  
 
Direct revenues for harvesting timber and non-timber forest products stem from several licenses and 
services, of which the resource user fee is the most substantial for local government. This fee is 
dependent on the species of the tree (as some have higher market values) and its location - trees that 
are in less accessible areas receive a lower stumpage fee as they incur higher costs for the producer to 
harvest. Also, trees cut for timber have a higher fee than fuelwood. In addition there are discounts for 
the payment of resource fees if the timber produced came as a result of thinning or cleaning, and again 
the rate of discount is dependent on methods used, tree species and locations. The resulting fee 
structure for forest resources is complex.  
 
Additional sources of revenues from the forest come from user fees for non-timber forest products, 
such as the collection of nuts, berries, herbs and mushrooms, as well as hunting licenses, although with 
regards hunting, this is rarely factored into forest revenues as only some hunting takes place inside 
forests. There is also some modest income for local authorities from selling tree seedlings for 
reforestation efforts, and also administrative fees applied to forest users, including a fee for certificates 
of origin, and fees for undertaking inventories and for allotment allocations, although it would seem that 
these administrative fees are fairly small.  
 
Although the Forest law grants the authority to both aimag and soum authorities to collect forest user 
revenues, in practice payments for resource user fees are made to the soum forest units and are then 
meant to be included in the soum annual budget. It has been described (World Bank, 2015) that often 
resource users fees, like other payments at the soum level, are paid in cash, and should then be 
transferred to the office of the local treasury within ten days by the official receiving the payment.    
 
Precise information on the fees charged for harvesting timber and non-timber forest products at the 
local level are hard to find. Article 11.1.2. of the 2012 Forest Laws states that the power to set maximum 
and minimum amount of payment fee for use of forest resources is held by the State Great Khural.  
 
An important policy in Mongolia is that a proportion of all natural resource user fees should be allocated 
to expenditure on natural resource restoration and environmental protection. Thus, 85% of revenues 
generated through timber harvesting ought to be spent on forest management activities, which is a 
higher proportion than other fees from natural resource use, as indicated in table 2.  
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Table 1: Percentage of natural resource fees to be used for environmental protection by law  
 

Natural resource  Percentage to be used for natural resource 
restoration and environmental protection 

Natural plant use fee 15% 

Wildlife resource use fee 50% 

Land use fee 30% 

Timber and fuelwood harvesting fee 85% 

Water and springs use fee 35% 

Table 1. Source: Government Decree on Environmental Protection and  
Rehabilitation Revenue Generation, Its Spending and Reporting Procedures 

Public data on forest revenues  

 
Although Mongolia’s decentralised system of revenue collection suggests local authorities receive the 
majority of revenues from their forest estates, the central state receives considerably more income from 
forests than local authorities. Revenues at the central state level are divided between fees paid by 
private forest entities for business permits, and fees paid to the Ministry for export licenses. In recent 
years the most valuable export permit by far is derived from the export of pine nuts.  
 
Revenue received at the MET from issuing pine nut export licenses and granting authorisations to  
private forest companies are not retained for the MET’s operational budget, but are transferred to the 
central treasury.  
 
Research on financial flows from forest in Mongolia (UN-REDD, 2013) showed that revenues paid to 
local government from the timber and fuelwood harvesting amounted to approximately MNT 2.6 billion 
(US$ 1.9 million) in 2012. It was also described that there had been considerable growth in public 
revenues from these activities under the period reviewed. In 2010 public revenues from timber and 
fuelwood amounted to about MNT 1.5 billion (US$ 1.05 million), increasing to MNT 2.2 billion (US$ 1.6 
million) in 2011.  
 
More recent figures are presented in a report by the Mongolian National Audit Office, who conducted 
an audit of the implementation of environmental laws. This described that in 2015, total combined 
government revenues at the aimag level from forest resource use fees (not including fees from NTFP) 
amounted to MNT3.6 billion. It was also reported that revenues from NTFP amounted to MNT 2.7 
billion. 
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Table 2: Growth in forest revenues at the sub-national level and the MET 
 

 2013 2014 2015 2016 2017 

Sub-national  

Forest user fee 2,867.9      2,583.5       2,668.6       2,478.7       4,116.9  

NTFP fee 250.4      1,057.4       2,554.3       5,731.9       6,759.5  

Total  3,118.3      3,640.8       5,222.9       8,210.6     10,876.5  

MET  
Revenues 

Revenue of fee 
permits for forest 
enterprises 

          82.6  38.2           43.1            50.0           41.4  

Pine nuts export 
license fee 

0                    0      4,113.5       7,269.8     23,741.4  

Total           82.6  38.2      4,156.6       7,319.8     23,782.8  

Source: UN-REDD 2018b 

 
More recent data is available by the MET (see table 4). However, this described total government 
revenue from forest resource user fees at the local level was 2.6 billion MNT in 2015; about a billion less 
than that which was reported by the Mongolian National Audit Office. The figure for NTFP for the 
same year was 2.6 billion MNT, which is close to the figures reported by the National Audit Office. MET 
data show that natural resource user fees derived from forest products were slightly reduced in 2016 to 
2.5 billion, but then increased in 2017 to 4.1 billion. MNT. For NTFP, local government revenue more 
than doubled between 2015 to 2016, going from 2.5 billion to 5.7 billion MNT, and then increased 
further to MNT6.8 billion in 2017. In total, income at the sub-national level from timber resource fees 
and NTFP fees has grown from 1.5 billion MNT in 2010, to over 10.8 billion MNT in 2017.   
 
The situation at the central level is also important. The value of licenses fees paid to the MET has risen 
from MNT 4.2 billion in 2015 to nearly MNT 24 billion.  The export of pine nuts is highly variable, as the 
annual harvest changes from year to year, and by considerable margins. This partly explains the 
increases in income. However, data by MET suggest discrepancies in the fee rate for each year 
(discussed below). 
 
Despite the increasing revenues received to the MET for the export of pine nuts, the corresponding 
natural resource fees from NTFP accruing to local level government has not increased to the same 
extent. As such, one of the characteristics of Mongolia’s approach to revenue collection from the forest 
sector is that despite policies of decentralisation or resource user fees, revenues from forest use, 
including NTFP, have been considerable for the central state, and in 2017 owning to pine nut exports, 
the central state earned well over double the income compared to the revenues accruing to all local 
governments combined.  
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Nature and extent of Corruption in Revenue Management 
 
Despite the recent dramatic increases, direct revenues from the forest sector are still quite 

modest. On a national scale, forest sector revenues make up a small proportion of government 
income; dwarfed by the receipts from the mining sector, for example. Indeed, public revenues 
from the harvesting of timber and non-timber forest products retained at the local level of 
government make a small contribution to total local government budgets. UNDP (2013) suggests 
on average this contribution is less than 1%, although it may have increased to slightly more 
than this recently.  

 
However, a significance of forest sector revenues in Mongolia is that a proportion of these funds 
must be set aside for the use in forest protection and restoration; they should therefore provide 
a reliable source of money to help finance forest management activities. While we lack 
substantial data, several sources indicate that forest sector revenues, both at the central state 
level and the local government level, are not fully accounted for. Moreover, local authorities are 
not following the law in terms of reinvesting resource revenues.  

 
The absolute sums of money that are either lost to the state or misallocated may not be 
substantial. However, if there is theft of forest sector revenues, and fraud in the allocation of 
these funds, this could diminish trust among people in the integrity of public authorities. 
Corruption in forests revenue management may therefore have a corrosive impact on 
governance, beyond the loss of financial resources available to the state. 

I. Misallocation of resource user fees at the local level of government 

 
Annual reports on the status of forests are submitted by each aimag governor to the Ministry of 
Environment and Tourism. The 2012 Forest Law also states the Governor of each aimag should submit a 
financial report indicating income from forests each year by the 1st of February. However, this data is 
not subsequently published by the Ministry of Environment and Tourism. It is not clear whether it is 
possible for a member of the public to obtain disaggregated data, showing income according to different 
types of timber harvesting, as well as the proportion of fees provided with discounted rates. The 
research team was unable to locate this data, and can not confirm this this information is compiled or 
shared between local governments and the central government. 

 
At the provincial level, the responsibility to undertake public financial audits of the forest sector lies with 
the aimag audit office. An audit report accessed for this study, undertaken by the audit office of the 
Selenge aimag, suggests soum authorities there have not collated the full amount for natural resource 
fees, although there was no precise data on the actual discrepancy. Indeed, while reconciling official 
data on production, and methods, reported by soums, with data on actual revenues reported by them 
would seem relatively straightforward to do, it is not apparent that this is done by either the aimag or 
the central state on a regular basis. 
 
As confirmed by representatives of the IAAC to the research team, there have been very limited efforts 
in Mongolia to assess corruption in financial management by soum or aimag administrations. We 
therefore have little insight into accountability of state revenues at this level of government. 
Nevertheless, it is known that aimag and soum administrators have often not followed the rules for 
setting license fees and permits. A review by the IAAC of resolutions made by Khurals of 15 aimags and 
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208 soums found 97 breaches, with the majority of these being changes to local fees and tariffs, 
including on natural resource fees (UNDP, 2016, p.153). As noted above, there have also been concerns 
that aimag authorities have ignored forest management plans and therefore may have allowed 
discretions between the volume of timber they have authorised, and the quota issued from the central 
government. 
 
Considering available data on revenues from pine nut harvesting, there appears to be some evidence of 
annual fluctuations in the resource user fees (table 4). The authors have not found an explanation for 
this.  
 
Table 3: Income from pine nut harvest at the sub-national level 
 

Year Harvest volume Reported income at the 
aimag level 

Resource fee MNT per KG* 

2015 4,810,000 2,554 530 

2016 7,650,000 5,732 750 

2017 11,305,437 6,760 600 

  Source: UN-REDD 2018b. * indicates the authors own calculations.  

 
Accountability in resource user fees is therefore hard to know. However, that resource user fees are 
often paid in cash, and given allegations of bribery in the allocation of user right and licenses, 
embezzlement of resource fees must be considered a risk in Mongolia. 
 
There is also a widespread view that local authorities are not abiding by national laws on the allocation 
of resource user fees to their budgets on environmental protection and restoration. In 2016 the report 
of the Mongolian National Audit Office reviewed the use of natural resource fees, showing that there is 
quite a wide shortfall between what should have been earmarked and what was actually made available 
and spent (see table below). The analysis showed that in some provinces the budget allocations agree to 
by the citizen Khurals was lower than that set in law, and then actual spending according to these locally 
set budgets was lower still. However, the audit report data showed a wide variance between aimags, 
with some under spending substantially, and others raising spending on forests by allocating more from 
their annual budgets.  
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Figure 6: Source: https://www.audit.mn/?p=16201 

 
 
Further research should consider the reasons for these discrepancies; whether under-spending is being 
justified at the local level because these funds are being redirected to other spending priorities for local 
government, and whether over-spending is being done on productive activities, as opposed to funnelling 
additional funds to wasteful projects that offer financial rewards for the recipients. It is important to 
stress that discrepancies in the use of resource fees at the local level are not necessarily driven by 
corrupt motives; the context of decentralisation and fiscal support to aimag and soum authorities 
highlights both volatility in budgets as well as likely finical insecurity. A failure to abide by national laws 
on the use of natural resource fees might be rationalised by citizen khurals and public officials for 
reasons that may have local legitimacy, even if this represents a breach in law.  
 
Table 4: resource use fee at the sub-national level (in million MTN) 
 

Timber 
production (m3) 

Resource fee 
payment  

Due for forest 
budget  

Approved by 
citizen Khural  

Spent on 
forestry 

Not used 
for purpose  

686,510 3635.6 3117.9 3330 2704.8 1201 

Source: National Audit Authority, Mongolia. 2016.  

II. Missing revenues for the central state  

 
According to Mongolia’s law on transparency of information, all Ministries are required to publish 
detailed and up-to-date financial reports, including information on revenues. The research team 
reviewed the information published by the Ministry of Environment and Tourism on its website, and 
although there were links to this information, no actual reports containing information on revenues 
have been published to date.   
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However the MET have disclosed information in aggregated form for research purposes. The resulting 
data shows some differences with data presented in other reports, most notably that presented by the 
National Audit Office in its 2016 report on natural resource user fees. Moreover, this report by the 
National Audit Office revealed past problems in financial management.  
 
According to this audit report, in 2015, the MET only approved two companies to export a total 41000 
kgs of pine nuts combined. One of the companies had a license to export 20,000 kgs, but customs 
information indicated the company actually exported 40,000 kgs. Customs data further revealed that 
three other companies also exported pine nuts, amounting to more than a million kgs of nuts in excess 
to what was actually approved for export. According to the analysis by the Audit Authority, the Ministry 
had issued these companies with an export license, despite there not being an approved quota. One of 
the companies exporting pine nuts without a corresponding approved quota, nevertheless was on 
record for paying the ministry and customs authority for a license fee and customs duties.   
 
However, all five companies underpaid their license fees. According to the audit report, the amount the 
companies should have paid was MNT 4.2 billion, whereas the reported income from pine nut export 
licenses paid in 2015 came to MNT 360 million. There was therefore a shortfall in government income of 
nearly MNT 3.9 billion. It was also described that the export tariffs for the companies, paid to customs, 
should have amounted to MNT 1.2 billion, but receipts show about half of this was actually paid.  
 
The same audit report revealed similar problems in 2016, when three companies exporting pine nuts 
had failed to pay MNT 2.8 billion in license fees to the Ministry and just over MNT 1 billion to the 
customs office.  
 
The analysis by the Audit Authority can be contrasted with data provided by the MET from its own 
records (UN-REDD 2018b, forthcoming).  
 
Although the auditors considered these missing funds to be a breach of law, it was further described 
that concessions in fees and duties for export companies could have been linked to a Joint Decree issued 
by the Ministry of Finance and the Cabinet Secretariat of the Government of Mongolia in 2015 to classify 
the pine nuts as a food item - for which export duties and VAT are exempt - rather than a non-timber 
forest product. However, this explanation does not clarify why some of the companies paid a proportion 
of their fees and custom duties. 
 
Furthermore, data provided by MET on the export of pine nuts describe revenues for 2015 to have 
amounted to MNT4.2 billion, which further confuses matters on whether an exception was in place or 
not. Table 5 displays the results of the National Audit with data provided by the MET. A number of 
observations can be made:  
 

 The Audit authority and the MET describe substantial differences in exports that were 
authorised by the Ministry and the resulting income.  

 Data compiled by customs officials is far less than exports reported by the MET.  

 The data provided by the MET suggests in 2017 the fee of 3000 MNT was applied to all exports, 
where as a lower fee can be deduced from the data reported for 2016 and 2015. According to 
the Audit Authority, the correct fee for 2015 and 2016 should have been 3000 MNT as well.  

 
 
 



DRAFT 

                                                                                               
                                                      

40 
 

Table 5: Comparison of data on pine nut exports: Audit Authority and MET (in millions MNT) 
 

Year Authorised 
export/KG* 

Export data 
customs/K

G*  

MET reported 
export /KG 

Actual 
license fee 

paid*  

License fee 
due  

[3000 per 
KG] 

MET 
reported 
income  

License fee 
applied 
[per KG] 

2015 41,000 1,410,836 3,367,000 360 4,323 4,113 1220 

2016 420,000 1,011,659 5,355,000 200 3,035 7,270 1350 

2017 N/A N/A 7,913,800 N/A 23,741 23,741 3000 

Source: prepared by the authors from data cited in UN-REDD 2018b, and Audit Authority 2016.  
* designates data from the Audit Authority.  

 
The findings of the National Audit Office contributed to an undercover investigation by GASI in 2016, 
which confirmed that the person responsible for issuing licenses for pine nut exports was demanding 
bribe payments. Allegedly the same problems were detected by the person holding this position 
previously. Details of the scale of these bribe payments have not been made available for this study. It is 
therefore impossible to understand the role of bribe payments in the discrepancies of data in both 
exports and state revenues. However, it remains possible that the bribe payments represented collusion 
between the Ministry employee and the companies, and for the companies these may have worked as 
illicit payments for avoiding the full license fee, while also allowing them to export quantities of pine 
nuts that had not been approved.  
 
The discrepancy in customs data also raises concern with potential corruption at this point in the export 
trade. This would be consistent with other reports of high levels of bribery and fraud implicating 
customs officials in Mongolia.8 It should be noted that the audit report also highlighted substantial 
under payment on customs duties by pine nut exporters, and this may indicate collision in illegal trade.  
 
Given the scale of profits involved, the export of pine nuts may be a business activity that is vulnerable 
to conflicts of interests, which is reported as a common problem in Mongolia for other sectors of high 
economic worth.  
 
It has not been possible to find information on whether any of the companies involved in the export of 
pine nuts have been subject to fines or penalties, and whether they are allowed to continue to operate 
in this sector. This is important to establish as a failure to act against companies involved in corruption 
and fraudulent export would signify a risk that these abuses will be repeated.  

III. Revenue Management and FUGs 

 
It is important to consider corruption risks in the revenue generated and administered by forest user 
groups. The size of funds handled by such groups is generally considered quite small, because of the 
limited income generating opportunities facing most of these groups in Mongolia. However, it is not 
clear if there are any studies or reports indicating level of income to demonstrate this empirically.  
                                                           
8 The Organisation for Security and Cooperation in Europe undertook a capacity needs assessment in 2016, in collaboration with 
the IAAC in Mongolia, and their research based on interviews with the private sector highlighted corruption at customs as one of 
the leading areas of concern. OSCE, 2017, unpublished report.  
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Guidelines on the formation of forest user group’s constitutions stipulate that at least 50% of the 
group’s income should be deposited into a mutual fund. Annual financial reports should be presented to 
the group’s General Assembly. However, it appears that management boards of these groups have high 
levels of discretion in the administration of this mutual fund, as well as the amount from the remainder 
of their income.  It is not clear why guidelines stipulate only 50% of the funds should be deposited into a 
mutual fund, and why the guidelines do not state that all of the funds should be handled in this way.  
 
Comparative research shows that the community based natural resource groups often have poor levels 
of transparency on their financial management, and that despite it being a requirement, the executive 
of these groups often fail to produce accounts on a regular basis. This has led to problems of financial 
accountability, and at times grievance by members that income is misappropriated or spent in ways that 
benefit leaders over other non-executive members (Iverson et al. 2006). Indeed, a survey of community 
based forest management in four countries found this to be a common concern, and that in these cases 
problems of financial management increased overtime since policies of community management were 
implemented (Persha and Andersson, 2014). 
 
As a general observation, systems of oversight for forest user groups in many countries are weak or 
absent, and there is little capacity in local authorities to undertake audits and inspections.  What is 
more, in many countries members of such groups lack the ability to contest leaders, so there is limited 
prospect of accountability within the group. Lack of trust over revenue management is one reason why 
some resource user groups fail (Lund & Saito-Jensen, 2013). There is some evidence to suggest these 
problems are less likely where there is strong involvement in the management of forest user groups by 
external actors, such as local authorities, NGOs and development agencies (Persha and Andersson, 
2014), and that improvements in financial accountability has been positively influenced by trainings on 
this for members. In Mongolia several organisations, including the FAO, GIZ and WWF are supporting 
forest user groups, although it is not clear to what extent this support includes issues on financial 
accountability and transparency. However this is relevant for anti-corruption measures in the forestry 
sector, particularly if - as is proposed by the government and several international donors - the 
expansion of roles and responsibilities of forest user groups in Mongolia will be an important feature of 
improved forestry management in the country.  

 

3.4. Public administration 
 
Most forest experts spoken to for this study believe that the capacity of government institutions in 
managing forests has declined in Mongolia. At the national level, in the late 1990s, the authority for 
managing forests was split, with the responsibility for the commercial aspects being relocated to the 
then Ministry of Food, Agriculture and Industry, while the responsibility for managing the protection of 
forests was moved to the then Ministry of Nature and Environment. This institutional re-arrangement 
happened when revenues for forestry were declining, so there was a corresponding decline in 
operational budgets and staffing.  
 
Several sources describe that there was marked improvement after 2008, with the establishment of the 
Forest Agency. While still located within the Ministry of Nature, Environment and Tourism, the Forest 
Agency received increased resources and staff, and it is considered to have been provided with more 
autonomy than the previous forest department. However, the Forest Agency was changed again in 
2012, when the Department of Forest Policy and Coordination was established within the now Ministry 
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for Environment and Tourism, and the Forest Research and Development Centre was set up as a 
separate state owned enterprise (although still under the control of the MET in terms of budgets and 
staff appointments). The change also led to a reduction in staff numbers, and a decline in overall budget.  
 
Finding historical data on the budget for the central state’s department for forestry has been difficult for 
this report. However, recent research undertaken by UN-REDD (2018b) has collated data for the past 5 
years. This shows that the budget for the MET for forest related work was just over a MNT 6 billion in 
2013, but was reduced to just over MNT 3 billion MNT in 2016. 2017 saw a marked increase up to MNT 
9.6 billion. The increase is explained by a surge of public complaints about pest outbreaks in forests, and 
the vast majority of the increased budget in 2017 was to fund private companies to undertake pest 
control activities.  
 
It is noteworthy that budget allocations to local authorities for forestry work has consistently been less 
than budget allocations to the MET. Over the past few years, local governments received between 50 
and 30% of the amount transferred to the MET. Local governments do receive additional funds from 
natural resource fees, but there is a widespread view that forestry at the local level is severely 
underfunded.  
 

 
 

Nature and Extent of Corruption in Public Administration 
 
 

In this context, corruption in the central state’s administration for forests has become a concern 
for many stakeholders. There are three aspects that stand out.  

I. Kick-backs and fraud in the procurement of goods and services  

 
Conflicts of interests and kick-backs in government procurement have been raised as a serious concern 
in Mongolia for many years. It was described as ‘common knowledge’ in Mongolia that successful 
tenders are based on a 10% kickback on the value of the tender to the issuing authority. Nevertheless, 
with the 2005 Law on procurement of goods, works and services with state and local funds, Mongolia 
established stronger rules on procurement, and obligated government departments to provide high 
levels of transparency in the processes of issuing tenders for services, as well as appointing at least two 
representatives from civil society to sit on procurement committees. There was also a policy enacted in 
2012 of transferring the responsibility for procurement away from individual Ministries to be handled by 
a single body under the control of the Ministry of Finance. For a short period this applied to the forestry 
sector, however through a Ministerial Decree, the Ministry of Environment and Tourism was allowed to 
regain the authority to handle procurement contracts from 2014. The responsibility for this is now held 
with the Department of Forestry Research and Development. Following the laws on procurement, there 
is an oversight committee for all service contracts issued by the department, which include two 
representatives from civil society. Recommendations are made by this committee to the Director of 
Forests Policy and Coordinations, who issues the final authorisation.   
 
As directed by Mongolia’s procurement law, the lowest bid for undertaking services is used as the most 
important criteria by the procurement committee. However, the consequences are thought to be 
apparent in the quality of service delivery. This is exacerbated by the fact that contracts for work are 
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issued on an annual basis, corresponding to the available resources in annual budget allocations. 
However, the type of work required in the forestry sector tends to require longer contracts. As such, 
short term contracts are seen as a cause of failure to achieve long term results, particularly in tree 
planting. What is more, delays in awarding contracts means some work is carried out at the wrong time 
of year; an example described to the research team was of a forest pest control service being 
implemented months after the appropriate time for spraying, meaning the activities were unlikely to  
have any beneficial impact.  
 
While the Ministry of Environment and Tourism publishes a list of authorised companies that can bid for 
contracts in the forest sector, information on the companies that are awarded contracts, including the 
value of the contract, is not published. 
 
The payment of between 4-5% of the value of the contract by companies back to members of staff at 
the Ministry is described as normal. It was not possible to confirm who are the recipients of these kick-
backs, but anecdotal evidence suggests this is likely to be a person in a position of senior authority. 
Members of private companies admitting to paying this money were reluctant to divulge any further 
information on how these payments are made, and to whom. Companies fear being singled out for 
raising complaints due to concerns of losing out on future tenders.  
 
The impact of these kick-backs is significant on the ability of service providers to deliver on their 
contracts. One company involved in pest control explained that their profits on government contracts 
should amount to about 10% of the contract value, if no kickbacks were demanded. However, because 
of these kick-backs, they are effectively losing half of their profits through illicit payments to the 
government. As a result, company owners describe that they are struggling to maintain staff and 
reinvest in their companies.   
 
That kick-backs have become normal in Mongolia related to public procurement is well established. 
Some sources describe that this further explains problems in the over-valuation of the contracts and the 
excessive costs agreed for specific goods and services. Inflated costs of contracts are therefore used to 
facilitate and increase the size of kick-backs. (Fritz, 2014. p.51-52).    
 
In addition to the problem of institutionalised kick-backs, it is described that contracts are routinely 
awarded to people who have limited expertise and resources. Thus, there are several companies 
certified for undertaking forestry sector work and who gain government contracts, who are operating 
without permanent staff or a physical office. It was described that some individuals are awarded 
contracts, and then hire staff on a temporary basis, often relying on students to undertake fieldwork. It 
is alleged by some that this practice is against the official procedures for awarding contracts to qualified 
companies, and it contributes to low standards of professionalism.  
 
Levels of monitoring on service delivery are thought to be low, meaning substandard work is allowed to 
exist with relative impunity. Perhaps the most stark examples come from afforestation work, where 
independent studies show rates of survival for planted trees is low and there is a common view that 
funds for tree planting have been abused. This appears to be an ongoing problem in Mongolia. A study 
commissioned by the World Bank in 2006 described that government efforts for tree planting have 
accounted for large sums of public expenditure and development aid, but have led to minimal successes, 
indicating to them that fraud by tree planting companies was common. Summarising their review of 23 
planting sites, the authors of this report wrote.  
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“In several cases in northern Mongolia, it appears that some sites that had been reportedly 
planted, had not. Others were smaller than reported, or had suffered from poor quality of 
workmanship. This suggests that planting programs are providing an easy opportunity for 
stealing funds. In future, financial support for any planting company should depend on the 
success of their tree-planting sites and transparent financial reporting should be introduced.” 
(Mühlenberg, et al. 2006. p.32).  

 
It is noteworthy that problems in procurement in the forestry sector led to a government-led review of 
the qualifications of certified companies in 2012. Then there were a total of 626 companies that were 
registered as eligible for competing for government contracts. Following this review about a fifth of all 
certified companies lost their status in 2013. However, the reforms were short-lived, and the number of 
certified companies rose in 2014 to 684. As noted in another UN-REDD report, it is unlikely that the 
increase was due to all of these companies improving their standards (UN-REDD 2016). 
 
Competition for tenders is also uneven. This is more apparent for some forms of work than others. 
While there are several hundred companies registered with the MET for undertaking forest cleaning and 
thinning, there are fewer than 20 that are registered to undertake pest control work, and within these 
the research team was told that only two companies have the resources to undertake aerial surveys and 
spraying. Given that recent budget decisions have vastly increased the funds available for pest control 
work, relatively few companies are therefore is a position to receive extensive government contracts. 
This may make the provision of pest control activities more vulnerable to fraud and conflicts of interests.  
Indeed there are concerns, that require further investigation, that the costs of pest control are 
particularly inflated and are therefore a valuable source of illicit revenues for the government.  

II. Nepotism in staff appointments  

 
The forestry department is described as having very high turnover of staff, including those in senior 
positions. Indeed, the Minster for the Ministry of Environment and Tourism has been changed several 
times over the past few years; from 2012 to 2017, there have been 5 different Ministers. This has a 
cascading effect on other staff positions, as the new Minister tends to reappoint people to key posts. 
Several sources describe that the appointment of staff is based on personal connections, rather than 
decided on merit. Thus, positions are provided to those affiliated to political parties, as well as friends 
and family. Anecdotal reports suggest people are given positions based on falsified academic 
qualifications.  
 
In 1995 Mongolia enacted laws that attempted to promote a professionalised civil service, with limited 
positions of authority classified as being eligible for political appointment. A revised Civil Service Law 
was passed 2002, followed a year later by the Public Sector Finance and Management Law. Since then, 
an independent Civil Service Council has been established to monitor civil service employment, and has 
the responsibility for handling complaints and dispute resolution. However, Mongolia does not have a 
central government agency handling civil service recruitment and payroll, rather these roles are 
delegated to Ministries and other regulatory bodies. 
 
According to Mongolia Civil Service Law, political service positions include Ministers and their advisors. 
Administrative service positions include management and executive positions in ministries, and support 
service positions consist of other service delivery staff. Key positions in the forestry department should 
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therefore be protected from political appointments, although this does not seem to be occurring. 
Allegations that personal contacts and party affiliation influences the appointment of staff is also 
contrary to the Labor Law of Mongolia (Article 7.4) which stipulates that when employing a citizen, no 
questions shall be asked as to his or her private life, opinion, marital status or party membership.  
 
It should be noted that problems of high staff turnover, as well as corruption in the appointment of 
staff, have been recognised for several years in Mongolia, and are not unique to the Ministry of 
Environment and Tourism. In 2007 these were issues to be addressed in a civil service reform strategy. 
However, a review by the World Bank in 2009 highlighted ongoing problems in Mongolia: 
 

“The Mongolian civil service…is characterised by a high degree of staff turnover, particularly 
after elections, and this disrupts management and negatively impacts overall civil service 
performance. These changes affect mostly the more senior civil servants, and the fact that 
roughly 75 percent to 90 percent of the top three grades in the administrative service have 
been in their current positions for four years or less is in large measure a reflection of the 
impact of the election cycle. It is also borne out in the spike in dispute cases and new senior 
staff appointments immediately after an election”. (World Bank, 2009. p vi.) 

 
The 2011 Law on Transparency (section 8) requires Ministries to publish extensive information on 
human resource issues on its website. The research team reviewed the published information by the 
Ministry of Environment and Tourism, and found several key documents and information are indeed 
made public, including a code of ethics and a policy in its implementation. Staff are listed on the 
website, and new positions are advertised. However, the Law also requires Ministries to publish 
evaluations and monitoring reports on human resource strategies (8.1.3). This information, which is 
critical for demonstrating commitment to overcome problems of corruption in staff appointments, is not 
available. The research team is not aware of any external evaluation provided by the Civil Service 
Council.  
 
Mongolia has also enacted rules for the declaration of private interests for new public sector staff 
appointments, contained in article 23 of the 2012 Law on regulating public and private interests in 
public service and preventing conflict of interest. This requires staff to submit a statement declaring 
personal and business interests to be reviewed for assessment by the IAAC. However, the role of the 
IAAC is limited to one of providing advice, and therefore the impact of this law has been modest. It has 
also created ambiguity in the roles and relationship between the IAAC and the civil service council.  
 
According to some sources, the failure to appoint staff on merit and qualifications means under-
qualified people are employed in the Ministry, including at senior levels. High staff turnover also causes 
lack of institutional knowledge in the forestry departments. Moreover, the perspective that staff are 
under qualified and employed through personal contacts has negative implications for the Ministry in its 
ability to work collaboratively with other forest experts and the private sector; some people describe 
that the lack of credible staff has led to distrust among other stakeholders with the government. This is 
therefore a significant barrier to meaningful multi-stakeholder participation, which could strengthen 
accountability.   
 

III. Conflicts of interests and forest sector NGOs 
 
Finally, several sources in Mongolia complain that nepotism within the Ministry spills over to the 
relationship the Ministry has with NGOs in the forestry sector. As such, there are concerns that 
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numerous different NGOs are established who benefit from Ministry funded activities and events. The 
credibility of some of these NGOs is ambiguous, and there are some NGOs that others believe are 
established by senior authorities at the Ministry, thereby providing them with additional sources of 
income. It is alleged that NGOs claiming to represent the interests of FUGs are particularly prone to 
these problems.  
 
While we lack sufficient evidence to substantiate or refute these allegations, a key point is that trust 
between Mongolian NGOs seems low, and that the Ministry is perceived by some, including staff of 
international development partners, to be acting unfairly and irresponsibly in terms of favouring some 
NGOs over other, more established ones. It is possible that allegations of corruption by NGOs stem from 
other grievances, such as competition for scarce funding. However, the low levels of trust afforded to 
the Ministry, as well as perceptions of corruption among NGOs, represents a considerable threat to 
REDD+, given that its success requires effective multi-stakeholder participation.    

 
3.5. Summary 
 
The available evidence suggests corruption is a characteristic of forest sector governance at various 
levels in Mongolia. Table 4 summarises these risks and highlights the main consequences at three 
principle levels; the central state, the local government and the community level.  As this analysis 
suggests, forms of dishonesty and fraud among authorities represents both cause and effect of wider 
institutional and governance challenges facing the forestry sector.  
 
It is important to stress that it is almost impossible to know the scale of these corruption problems. 
Indeed, there are fundamental aspects of forest sector activities, including illegal logging, where existing 
knowledge is limited. Lack of understanding on the scale of corruption is particularly difficult to generate 
for the local level of government. Further research may reveal that corruption in some aimag and soum 
authorities related to forestry is far less prevalent than it is in others.  
 
Because corruption is varied in its nature and impact, and also because of our limited knowledge on the 
extent of all of these problems, it is not possible to provide any sort of prioritisation of corruption 
problems, which may be thought useful in developing policies and measures for REDD+ in Mongolia.  
 
Table 6: Summary of corruption risks and potential consequences for REDD+ 
 

 Corruption Risks  Potential Consequences for REDD+ 

Central state/ 
Ministry of 
Environment 
and Tourism  

Staff appointments based on personal 
contacts and/or party political 
affiliations   

• Undermine levels of professionalism 
• High staff turnover, causing loss of 

expertise and institutional knowledge 
• Reduced levels of trust in the forest 

administration 
• Misuse of official funding 
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Kick-backs and conflicts of interests  in 
the procurement of goods and 
services  

• Reduced ability of Private Forest Entities 
to deliver high standards of goods and 
services  

• Undermines competitive tendering for 
contracts 

• Reduced prospect that PFEs are held 
accountable for the delivery of goods and 
services  

• Reduced levels of trust in the forest 
administration  

• Overpricing 

Bribery/fraud and conflicts of interest 
in the awarding of export permits  

• Loss of revenues  
• Issuing of permits beyond sustainable 

quotas 

Nepotism and conflicts of interests 
with NGOs in the forest sector  

• Undermines opportunities and funding of 
genuine NGOs  

• Reduced level of trust in the forest 
administration.  

Local 
Government/ 
Aimag and soum 
authorities  

Allocation of timber and non-timber 
forest product contracts influenced by 
conflicts of interests and bribery  

• Under-qualified companies provided 
contracts  

• Undermines innovation in the private 
sector 

• Unfair benefit sharing from forests 
• Increased likelihood that contract holders 

are immune from forest regulations and 
laws 

Contracts provided for timber 
harvesting exceed annual quotas 

• Contribution to forest degradation  

Contracts provided for timber 
harvesting issued in forests leased to 
Forest User Groups without prior, 
informed consent 

• Reduces sense of ownership of forests by 
FUGs.  

• Limits income generating activities for 
FUGs 

• Reduced prospect that FUGs receive due 
compensation from contract holders.  

Revenues for timber and NTFPs is 
misallocated in budgets for forest 
management 

• SFM is underfunded 

The role of environmental inspectors 
undermined by political interference  

• Non-compliance with forest regulations 
and laws.  
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Procurement of goods and services 
influenced by conflicts of interests 
and kick-backs 

• Under qualified companies receiving 
contracts  

• Reduced prospect that PFEs are held 
accountable for the delivery of goods and 
services 

A ‘blind eye’ or bribery by law 
enforcement and environmental 
inspectors related to the illegal 
harvest and movement of timber 

• Illegal and unsustainable logging that 
contributes to forest degradation  

Forest User 
Groups  

Elite capture • FUGs excludes some members of the 
community from the benefits of FUG 
membership 

• Decisions by FUGs favour more affluent 
in communities  

Dishonesty/fraud in the management 
of revenues  

• Undermines benefit sharing/increases 
inequality 

• Increase distrust and promotes conflict 
within in FUGs 

 

 

4. Responding to Corruption Risks for REDD+ in Mongolia 
 
While caution is needed in understanding the extent of corruption in Mongolia’s forest sector, because 
many stakeholders believe that corruption has a cumulative and negative impact on sustainable forest 
management, addressing corruption should be included in the design and implementation of a National 
REDD+ Strategy.  
 
In 2017 the Ministry for Environment and Tourism established an anti-corruption strategy, facilitated by 
the Independent Anti-Corruption Authority. An outline of the strategy has been posted on the MET’s 
website. This strategy was developed for the entire MET, and therefore was not developed specifically 
for the forestry sector. Moreover, it was designed primarily to address corruption at the Ministry level, 
and not at other levels of government engaged in forestry, such as aimag and soum level authorities, or 
community based groups. Nevertheless, The MET’s anti-corruption strategy seeks to address some of 
the corruption risks described in this report, including on improving transparency, addressing corruption 
in procurement and staff appointments. Yet many stakeholders, including those working at UN-REDD, 
are unaware of the MET’s existing anti-corruption strategy, although it is posted on the MET website. It 
is important that any effort to take forward anti-corruption policies and measures for REDD+ in 
Mongolia builds on this existing government strategy.    
 
It is not clear to what extent the MET has implemented all of the activities contained in its anti-
corruption strategy. Monitoring reports, apparently already undertaken by the MET, were not made 
available for this study. It was, however, described that a report on the implementation of the anti-
corruption strategy was produced by the Public Administration Department of the MET and sent to the 
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Independent Anti-Corruption Authority in December 2017.9 Publishing this report would be compatible 
with one of the goals of the anti-corruption strategy, which is to keep the public well informed of efforts 
by the MET to address corruption.  
 
In this context, a concern is that so far the involvement in developing an anti-corruption strategy  for 
REDD+ has not been considered important by the Ministry for Environment and Tourism, and specifically 
the government focal point for the UN-REDD Programme. This represents a failure of the MET to follow 
through on one aspect of its existing anti-corruption strategy. One of the key objectives of this strategy 
(point 1.9) is actively promoting non-governmental efforts to address corruption, including through 
participation in initiatives formed by non-governmental organisations or multi-stakeholder processes. 
Strengthening the role of the MET, and specifically the UN-REDD government Focal Point in finalising 
and implementing policies and measures for REDD+ related to corruption therefore represents a 
priority.  Without this, there may be little prospect of many of the potential ideas to address corruption 
in REDD+ being successful. 
 
At this point in time, recommendations for policies and measures to address corruption in REDD+ must 
take into account the relatively low levels of government engagement so far, as well as the limitations to 
our understanding on its prevalence and impact. In addition, it must be realised that corruption can be 
an extremely difficult problem to reduce, partly because solutions require the willing support of those 
that have a vested interest in business as usual. Bearing these points in mind, the following represents 
recommendations on potential initial actions for the REDD+ strategy, as well as thoughts on more 
ambitious policy reforms that would require longer time frames.  
 

4.1. Strengthening forest tenure  
 
In comparison to many other countries, conflict between local communities and companies over access 
to forest resources and land may not have reached high levels. Nevertheless, one of the complaints 
encountered in Mongolia is that the protection of customary rights, including the transfer of rights to 
community based organisations, has been limited. In addition, public authorities provide contracts to 
companies to access and work in areas leased to forest user groups, but without their consent. There 
can also be a failure to ensure companies pay compensation to local forest tenure rights holders. We do 
not know the scale of these problems, and some sources suggest that forest user groups are increasingly 
aware of their rights, and are better equipped to protect these. 
 
Another complaint is that the allocation of contracts to undertake harvesting, including through the 
collection of deadwood and forest cleaning, may not follow management plans and annual quotas. 
There is a risk that this may contribute to forest degradation. Moreover, local authorities are thought to 
favour certain companies or people over others, based on familial or party political connections. This 
conforms to the view that patron-client relations may be a prevalent characteristic of local government 
in Mongolia.   
 
Policy considerations for strengthening forest tenure to reduce corruption risks can be simplified to 
three core issues:  

                                                           
9 Personal Communication, Public Administrative Department, MET. December 2017.  
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4.1.1. Digitisation and publication of forest tenure arrangements 

 
International efforts to improve the governance of forest tenure have produced an enormous number of 
guidelines, policy recommendations and initiatives, usefully summarised in a technical guide by the FAO 
in 2013 (see Mayors, et al., 2013). It is beyond the scope of this report to review these. However, there 
is international consensus that information on tenure, including lease agreements and contracts, should 
be digitised and made easily accessible for rural communities. This may have a positive effect on 
securing forest tenure and reducing the opportunities for corruption in decision making. Efforts are 
already underway in Mongolia to establish a Forest Information Database. A key challenge will be in 
ensuring information entered into this database is accurate, and that the resulting information is made 
as accessible as possible at the local level.  
 
The digitisation of tenure agreements should facilitate vertical accountability in Mongolia’s forestry 
sector. Reporting at the aimag and soum level on actual contracts, including authorised harvest limits 
and related fees, would enable the central government, and others, to verify if local authorities are 
following directives on their quotas and are applying the correct resource fee structure. The potential 
for this disclosure of information to reduce corruption will be much stronger if it is done as close to 
possible in real time, and is freely available to the public. Furthermore, digitised information on tenure 
agreements could include records on consultation and consent by forest tenants if agreements are 
authorised in forest leased to companies and forest user groups. Written consent from the leadership of 
FUGs, also indicating consultation with members, should be a requirement for issuing any contract to a 
third party to operate in the forest under their tenure. Furthermore, details of any compensation for 
forest tenants should be stipulated in the final contract, and this information should be included in the 
Forest Information Database.  

4.1.2. Strengthening rules for forest user groups 

 
The growth in the number and coverage of forest user groups seems to be well supported in Mongolia, 
and has become one of the key components of donor supported strategies to realise sustainable forest 
management. This has been a strategy to extend and strengthen customary rights to forests. However, 
there is a commonly held view in Mongolia that the progress of community based forest management is 
restricted by the lack of income generating opportunities for these groups, meaning the extension of 
rights has been limited. However, proposed new guidelines for forest user groups may improve this 
situation, and allow forest user groups to become recognised as legal entities, therefore eligible to 
receive government contracts. Indeed, there has already been efforts in Mongolia to support some user 
groups to receive training and capacity building to undertake commercial forestry work. 
 
International research on community based forest management has regularly revealed the 
vulnerabilities caused by elite capture, exclusion of less affluent and powerful families and people in 
these groups, and of their financial mismanagement. Systems of internal accountability and elections of 
management roles are often weak. This creates ongoing problems and tensions within these groups, 
that at times has led to their failure.  
 
The importance given to single issue community based groups, such as forest user groups, remains a 
contentious issue in international policy debates on natural resource management. To some 
commentators, problems of elite capture by community-based natural resource user groups are 
inherent in their design, and forms part of an argument that the policy of supporting the formation of 
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these groups is problematic. A key recommendation from this perspective is to  move away from 
devolving power to single issue community groups, and place greater emphasis on building the 
capacities of local governments instead (Manor, 2004). It is contended that local governments are far 
more sustainable, have stronger rules for local elections and have better prospects for effective 
accountability mechanisms, while also being inclusive to all citizens. A criticism of the formation and 
support to community-based user groups is that this has been at the expense of supporting local 
government. Indeed, community user groups often end up undertaking the work of local authorities, but 
with limited pay and employment security. 
 
It is also contended that community based representative organisations are in fact unlikely types of 
organisations to successfully undertake local commercial enterprises (Macqueen, 2008), which is the 
expectation placed on them by others. Thus, if the aim is to increase local income derived from 
sustainable forests, the establishment of forest user groups may not be the most effective approach.  
 
There are potential risks in the policy of encouraging forest user groups to be established as legal 
enterprises in Mongolia, eligible for undertaking commercial work and receiving government contracts, 
which is raised as a potential policy for REDD+ in the country. The professionalisation of these groups 
may increase their income potential, but there must be measures to ensure this is not at the expense of 
the rights of all citizens to access forests and engage in subsistence activities. Increasing the wealth 
potential of forest user groups from commercial work may hasten divisions and inequalities.  
  
In Mongolia, forest user groups remain a popular approach to improving forest governance, and there is 
little evidence of debates to reconsider this. As such, the most accessible reforms to forest user groups 
will lie with strengthening guidelines and laws governing these groups to limit abuses of power, and 
provide trainings and awareness raising to ensure these rules are adhered to. As noted above, there is 
some evidence to suggest that where forest user groups are provided with this management support by 
external bodies, including NGOs, levels of accountability and democratic accountability can be 
improved. In addition, as people gain experience of community based natural resource management, 
there may be a tendency overtime for participants in these groups to strengthen democratic processes. 
 
In Mongolia there appear to be some weaknesses in the rules governing forest user groups. The Forest 
Law, and related guidelines, do provide exclusionary rights for forest user groups, and mandate that 
authorities have to gain the consent of forest user groups in order to grant access rights to forest areas 
under their tenure. Rules on membership are also clear in requiring the majority of members (80%) to 
be from local villages. However, it has been difficult to locate rules relating to the rights of local citizens 
to be part of forest user groups, which raises the risk of people being excluded from such groups based 
on the discretion of existing members. This makes forest user groups potentially inaccessible for some 
people, and therefore a privilege to others. Moreover, it was not possible to locate clear rules relating to 
expulsion of existing members, and the provision of grievance mechanisms. Exclusionary rights are 
essential for community based resource user groups, but they should be regulated so as to limit abuses.  
 
Conflicts of interests are also a risk for forest user groups. The primary concern is that government 
officials may simultaneously serve as leaders of these groups, which may undermine the ability of local 
authorities to play an impartial and fair role in responding to disputes and distributing benefits equally 
between different groups. This may become an increasing risk as a national REDD+ strategy receives 
more support and funding. However, it was not possible to locate any laws or guidelines in Mongolia 
that address these conflicts of interests for forest user groups.  
 



DRAFT 

                                                                                               
                                                      

52 
 

We therefore see that the further development of forest user groups could be strengthened with the 
clarification of rules relating to democratic accountability and conflicts of interests. A proposal for the 
sort term is to revise the rules for forest user groups so that they establish the following:  

 

 The legal right of all citizens to become members of a local forest user group, if they reside in 
the catchment area; 

 The grounds for citizens to be expelled temporarily or permanently from these groups;  

 The procedures that must be followed if citizens contest decisions made by a forest user group 
regarding exclusion (i.e. formal grievance mechanisms);  

 Limits to membership in forest user groups by citizens who hold positions of authority in local 
government.  

 
In Mongolia there are already over 1200 forest user groups, and it may be extremely difficult for all of 
these to have adequate levels of supervision and support. Nevertheless, there are already several 
organisations undertaking this type of work in Mongolia, and trainings on democratic governance and 
financial accountability should be an important component of their work, if it is not already. 
Comparative research shows that it is vital to include local authorities in trainings on the functioning and 
management of forest user groups, as well as grievance mechanisms, so that their role in upholding the 
law can be enhanced. The REDD+ Mongolia programme is developing training resources for local 
authorities on forestry in Mongolia, and issues relating to potential conflict and corruption stemming 
from forest user groups should be included in this work.  

4.1.3. Assessment of existing grievance mechanisms for forest tenure 

 
The need for improving a grievance mechanism for community members related to forests is one idea 
raised by several people in Mongolia, and was also raised in work undertaken in Mongolia on policies, 
laws and regulations for establishing safeguards and a safeguard information system (UN-REDD, in 
prep.). There are different options for developing grievance mechanisms further. This may include 
simply setting up ‘hotlines’ for citizens to make anonymous complaints, or (more promisingly) 
establishing an independent authority to receive and act on complaints. At the moment it may not be 
clear to citizens what is the correct procedure for taking forward complaints, and critically citizens may 
not feel confident that complaints will be acted upon fairly and without divulging information regarding 
the complainant to others.   
 
The mandate for an independent authority to handle grievances in the forestry sector could include 
providing complainants with legal and policy advice, and may also include the option for arranging and 
facilitating conflict resolution, or providing support for complainants to take legal action. However, it is 
important to consider the extent to which citizens are likely to come forward with complaints, and 
therefore the mandate of the organisation providing an independent grievance mechanism could also 
extend to actively researching conflicts and grievances in the forestry sector.  
 
Although establishing an independent grievance mechanism may be supported in Mongolia, this would 
require financing and significant political support in the country. A risk of this approach is to potentially 
undermine existing government institutions, which may lead to tensions and divisions. It is therefore 
important to first establish the effectiveness of existing mechanisms, which at the local level include 
aimag and soum khurals, and local law courts. Mongolia also has government funding for legal 
assistance, and further work could be explored on how this could be made accessible for citizens 
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relating to forest tenure issues. Strengthening the opportunities for citizens to raise concerns and 
protect their rights relating to forest governance through existing institutions may be preferable before 
going forward with the establishment of a new independent grievance mechanism.   
 
Knowledge on conflicts surrounding forest tenure, including complaints over corruption, is limited. It is 
therefore recommended that before any firm policy recommendations are made on developing an 
independent grievance mechanism, a  further assessment of the demand for a grievance mechanism is 
undertaken. This should be based on participatory research, covering at least three aimags to provide 
some comparative understanding. The objective of this assessment should be to document how citizens 
actually respond to grievances and how well these grievances are dealt with by local, and potentially 
national, authorities.  
 

4.2. Increasing public information on forest revenues and expenditures 
 
In the context of some evidence of corruption in public revenue management from the forest sector, at 
both the central and sub-national level, a straightforward recommendation is to ensure more 
comprehensive and timely information is published by relevant authorities. Indeed, the obligation to do 
so is already established through the national Law on Transparency of Information. Moreover, the MET’s 
existing anti-corruption strategy highlights lack of transparency as a problem and makes 
recommendations for this to be addressed. It is particularly important that the Ministry ensures high 
levels of transparency on the fee structure for issuing permits, such as export permits, and that all issued 
permits and revenues are clearly documented. At the moment, it is extremely difficult to collate this 
information from publicly available sources. 
 
In addition, the Ministry should ensure that all reports on revenues from resource fees is collated and 
reported by local government authorities, and that resulting data is made public on its website. This 
should be achievable as an outcome of the new Forest Information System, as aimag and soum 
authorities are required to disclose information on revenues and expenditures in the forest sector. 
When this information goes online, it will represent a substantial improvement in transparency.  It 
would seem likely that, given the chronic lack of government funding at the provincial level, and 
efficient system of collating and reporting finical data would require further transfers of resources and 
possibly training to the local level.   
 
However, international experience on transparency tends to highlight the importance of both 
information accessibility as well as information credibility. Simply publishing raw data on a government 
website may not have a positive impact on public understanding, nor lead to an anti-corruption effect. 
This is partly because published information may not be accurate and because it is not easy for many 
people to understand. This is particularly so with information on budgets and financial revenues, which 
tend to be presented in technical reports that the majority of people find hard to decipher or make 
sense of. This is the main reason why many countries have chosen to adopt ‘citizen budgets’; annual 
budget documents presented in ways that are designed to be easy to comprehend for most citizens, and 
answers the type of questions that citizens are most interested in.  
 
The approach to transparency in Mongolia’s forestry sector could be improved if joined by efforts to 
strengthen both the credibility of data and its accessibility. A potential method to do this would be to 
produce a government-led annual report on the forest sector, which is produced and reviewed through 
a multi-stakeholder group. This could be linked to the publication of annual results from the National 
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Forests Monitoring System. While the reports of the Forest Monitoring System will focus on the state of 
forests and direct causes of deforestation and forest degradation (i.e. forest fires), the annual report 
could go further and publish information on public revenues, expenditures, and trade. Some of this 
information will be collated through the Forest Information System. The annual report could also 
provide a narrative on forest sector policies, information on monitoring of service delivery, as well as 
summary of reports on the delivery of the anti-corruption strategy, all of which are included as 
information that should be made public by the MET in its existing anti-corruption strategy.  
 
In addition, it is important to ensure community participation in the local budget process for forest 
investments and programs implemented by the Local Development Fund. As stipulated in the law10, this 
should be done through an open survey and questionnaire on the specific activities and its results 
discussed by the local councils for prioritization and selection. This is one way to increase public 
information on forest expenditures while addressing some challenges for the local authorities such as 
making the open surveys/questionnaires more regular among citizens and ensuring the forest 
investment proposals are actually initiated and discussed by the citizens. This indicates that the forest 
management and investment is not only environment issue, but rather linked to multi-sectorial aspect 

of governance and capacity. 

4.2.1. Improving understanding of local level spending of resource user fees  

 
It is established that authorities at the sub-national level do not always follow both resource fee 
structures and national laws in the allocation of resource fees for forestry purposes. This raises 
suspicions of corruption among some commentators. This may be justified. However, given the chronic 
lack of local government funding, as well as the unsettled nature of fiscal decentralisation, it is plausible 
that decisions not to follow national laws on resource fee allocations may be taken through democratic 
processes, and be considered legitimate by local communities. This is an important factor to consider for 
a REDD+ Strategy, given that an assumption for achieving REDD+ is to ensure an increase revenue 
stream at the local level from forests that in turn will be reinvested in sustainable forest management.  
 
Further work is needed to better understand decisions on forest revenue expenditures by aimag and 
soum authorities. This work should consider corruption risks in more detail, including the possibility of 
embezzlement and nepotism in these funds. Yet the research should also explore other pressures and 
constraints, and whether resource use fees are being prioritised on other social services. Ultimately this 
work should consider more ambitious policy reforms, which may need to allow for greater flexibility and 
perhaps autonomy in the use of revenues by local authorities in comparison to what is established in 
national law.  
 

4.3. Detailed investigation into the illegal timber trade 

Illegal logging in Mongolia is a contentious issue. There are widely differing opinions on its extent and 
nature. Understanding this is critical to developing appropriate policy responses. In simple terms, if 
illegal trade is relatively isolated and undertaken by a minority of companies and groups (including 
predatory outsiders), then responses to related corruption that involve the private sector and local 
communities and authorities may prove effective. If, on the other hand, illegal trade is systemic (as has 
been described by some sources), it is embedded in local economies and tacitly condoned, then 

                                                           
10 Article 63 on Ensuring community participation in the local budget process, Law on Budget, 2015 
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corruption could be more stubborn to address, representing what some corruption scholars term as a 
‘collective action problem’. As it is, discussions with stakeholders in Mongolia regarding the appropriate 
policy responses tend to include two prominent solutions.  
 

4.3.1. The recentralisation of forestry management? 
 
The first is that the policy of decentralisation remains a major factor in understanding inadequate law 
enforcement, and therefore Mongolia should return to a more centralised system. According to the 
view, devolving substantial decision-making and responsibilities to the local level of government has 
been unsuccessful. One of the reasons is that sufficient knowledge, expertise and resources for forest 
management was never developed at this level of government. Moreover, because local level 
government is still relatively new in Mongolia, and many aimag and soum authorities are representing 
relatively few people, problems of nepotism and conflicts of interests remain largely unresolved.  
 
A specific proposal, and one supported by the Advisory Group for this report, is that the position of 
environmental inspectors should not be appointed by and be answerable to the aimag governor. 
Accordingly, the role of the environmental inspector would be strengthened, and made less vulnerable 
to political interference, if it was returned to the GASI. Under this scenario, aimag environmental 
inspectors would operate as extension services by the central state, and would report directly to GASI in 
the capital. This was also supported because environmental inspectors should not come from the aimag 
in which they are working, as this makes them less vulnerable to conflicts of interests and favouritism.  
 
In addition to decentralising the role of environmental inspectors, the same argument was put forward 
for soum and inter-soum forest units. The view is that some, if not all of the officers serving in these 
units should be employed directly by the central government authority in charge of forests. Thus, there 
would be vertical management which would largely bypass aimag and soum authorities.   

 
4.3.2. Increasing sustainable forestry?  
 
The second policy idea treats illegal timber trade as an outcome of national policy failure. A significant 
part of the solution may therefore lie in increasing sustainable timber supply in the country, which 
would involve increasing annual quotas and increasing access to otherwise protected forests. 
Proponents of this view argue that if it is done responsibly, then the benefits would accrue at numerous 
levels, including to communities in rural areas and local governments that are struggling to achieve 
forest management due in part to limits in public revenues from forests.   
 
Several forest experts spoken to for this report favour the policy of moving towards an increase in 
commercial utilisation in Mongolia’s forests. However, most acknowledge that there are immense 
challenges of doing this, particularly for the production of high quality timber for use other than fuel. 
This would require increased investments in modern timber production to ensure increased logging is 
achieved with modest environmental impact, as well as substantial investment in state forest 
management. Simply increasing quotas may have a detrimental impact on REDD+ in the short term if 
these other investments are not made. An optimistic view is that with increased allocations, private 
sector investment will increase and so to will public sector revenues. Ultimately, this may be more 
viable, so it is argued, than increasing law enforcement capacity, and more sustainable at the local level 
than reversing policies of decentralisation.  
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It is beyond the scope of this report to offer a strong recommendation either way on these contentious 
policy debates, though both illustrate that responding to corruption in timber trade might require 
fundamental reforms in the forestry sector. Indeed, based on the information already available in the 
public domain, it remains unclear whether national and sub-national discussions on addressing illegal 
logging and related corruption are sufficiently well informed on the extent and nature of the problem, or 
allow sufficient contributions to policy debates by local authorities and forest communities. 
Nevertheless, these issues will continue to be prominent in discussions for developing policies and 
measures for REDD+.  
 
A short-term recommendation is for an assessment into compliance with forestry laws that would 
provide a long overdue update the studies undertaken by the World Bank and WWF in the early to mid 
2000s. This would include an assessment of timber consumption in the country, in comparison to 
authorised timber production. However, the assessment should go further than this and attempt to 
understand people’s views on the legitimacy of laws and policies regulating timber harvest and trade, as 
well as their views on the role of authorities, at the local and national level, in monitoring and 
enforcement. Thus, this should not be a law enforcement investigation, but also a socially sensitive 
study on a trade that may provide considerable numbers of people with income and access to an 
otherwise scarce resource. Indeed, as with national laws on resource use fees, it is important to 
understand if the government’s response to regulating timber production and trade receives 
widespread legitimacy or not.  
 
A difficult challenge in this research is to better understand commercial interests in timber importing, 
given persistent rumours that this sector may be captured by political elites. An analysis of the timber 
importing sector, considering how competitive this is and what economic and political barriers exist for 
entry, would be useful to include.   
 
The assessment should form the basis of a participatory process in reviewing policy, including ideas 
related to recentralisation and increases in timber allocations. Several issues related to both ideas need 
to be thought through carefully, such as the whether centralising the role of environmental inspectors 
and forest units would also mean a recentralisation of revenue collection?11 Other ideas could be 
explored, such as the feasibility of developing an electronic tracking system; popular in several other 
countries where illegal timber trade has reached high levels, although expensive to implement (Seidel et 
al., 2012). Indeed, fraud in the issuing of certificate of origin documents in Mongolia could be made 
much more difficult if these permits were digitised and made accessible for law enforcement (and 
others) at all points of the timber trade route. However, the basic point is that without vastly improved 
insight into the nature and extent of illegal timber harvesting and trade (including the importing sector), 
speculating on the most appropriate anti-corruption policies and measures for REDD+ is premature. 
 

4.4. Development of a national strategy for the regulation of the trade in pine 
nuts 

 
The pine nut trade must be an important component of a national REDD+ Strategy. It would seem 
plausible that excessive harvesting of pine nuts would have a detrimental impact on forest regeneration. 
Moreover, pine nut trade represent by the far the largest source of forest sector public revenues, 

                                                           
11 The warning that REDD+ may encourage recentralisation in forestry has been raised in the international literature, 
predominantly because of the central government’s desire to capture increased rents and funding from REDD+ activities and 
financing mechanisms (see Cotula and Mayers, 2009).  
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although the majority of the profits seem to be captured by relatively few exporting companies. As 
Mongolia does not have rules regarding beneficial ownership transparency, it is impossible to know who 
benefits from this trade, and whether there are conflicts of interests in government. 
 
Transparency reforms could go some way to improve public accountability related to revenues  and 
adherence to quotas from the trade and export in pine nuts. However, the situation may be improved if 
payments for pine nut export licenses are made directly to the central treasury, rather than being 
handled first by the MET. The role of the MET would therefore be one of establishing quotas and issuing 
permits only.  Ultimately, however, improving transparency and shifting responsibilities for revenue 
collection may have limited impact on illegal pine nut trade. While it remains so lucrative and controlled 
by few companies, Illegal trade may be extremely difficult to counter, and is a problem that possibly 
implicates customs officials as well.  
 
Enduring solutions to corruption in the pine nut industry, as with those for illegal timber trade,  may well 
require more fundamental, and therefore more difficult, reforms. This may include, for example, greater 
vertical integration in the export trade among local level groups, including forest user groups. 
Comparative research on similar industries, such as the export of cocoa, may prove useful. However 
these are ambitious and long-term policies and measures for REDD+. In order to shift policy thinking in 
this direction, an assessment of the regulation and benefit sharing arrangements of the pine nut 
industry may be a useful start. This could be treated as a stand-alone publication, or integrated into the 
assessment of illegal timber trade.   
 

4.5. Civil service reforms 
 
Concerns regarding corruption in the civil service of Mongolia are widespread and transcend specific 
Ministries. Nevertheless, the policy implication is the need to build up the capacity of the state’s forest 
administration on a sustainable basis based on the appointment of staff according to merit, free from 
excessive political interference. This view is grounded in the argument that a culture of integrity in the 
forest administration is more likely to emerge where staff are hired based on their professional 
qualifications, where job security is taken more seriously, and where levels of funding are adequate. 
Without this, efforts to strengthen ‘checks and balances’ in the administration of the forest 
administration may be ineffective.  
 
Mongolia has strong laws relating to employment in the civil service, and if implemented these could 
address corruption in staff appointments. In the existing anti-corruption strategy developed for the 
MET, it is stated that there should be full transparency in the process of advertising jobs, including 
adverts published in the national media. There is also the objective of establishing an internal Ethics 
Committee at the MET, which was done in early 2017. The role of the ethics committee is to lead 
trainings and awareness raising, which ought to include on matters relating to human resource 
management. While the anti-corruption strategy requires that reports from the ethics committee should 
be made public, this does not seem to have happened to date. 
 
Additional efforts to address corruption in staff appointments could benefit from collaboration with the 
Civil Service Council, as this body is entrusted with the power to ensure compliance with the Civil Service 
Law. The existing anti-corruption strategy makes no reference to the Civil Service Council or the Civil 
Service Law, updated in 2017. One recommendation is therefore to support a review of the forest 
administration’s adherence to this law by the Civil Service Council, involving the Human Resource 
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department at the MET. The resulting evaluation could be published on the Ministry’s website, as 
required by the 2011 Law on Transparency. This may raise publicity regarding difficulties experienced in 
the MET regarding staff appointments, including high turnover and the appointment of those with low 
levels of relevant professional qualifications.  
 
Increasing government oversight and publicity of compliance to laws should be considered as a short-
term proposal. But it provides no guarantee that reforms will be taken. Nepotism in staff allocations in 
Mongolia appear as deep-rooted problems, and it is an expectation faced by senior management to 
reward personal friends and party political affiliates with jobs.  
 
The root of the problem appears to be the frequency in which senior positions are appointed by 
government, which has a cascading effect on other staff appointments. A more ambitious proposal, and 
therefore one that requires considerable discussions (and at senior levels of government) has to be 
found at this level. An approach, used in other countries where similar problems have been observed, is 
to establish a semi-autonomous forest agency, where the senior staff, including the director, are not 
politically appointed and chosen by the Minister. Where such a model exists in other countries, the 
executive of the forest agency would report to an independent multi-stakeholder governing board, 
appointed by a government mandated committee. An example of this arrangement is in Kenya, where 
the Kenya Forest Service was established in the early 2000s in the context of rampant corruption in the 
state’s forest department. This transition, while not without difficulties and external criticism, has been 
credited for a significant improvement in staff appointments on merit, revenue management and 
ultimately service delivery. Another dimension of these reforms is that the semi-independent authority 
is allowed to become self-financing, deriving income from forest sector revenues, as opposed to relying 
exclusively on central state budget allocations. This may assist with increasing stability in financial 
management, and increasing the incentives in government for sustainable forestry management.  
 

4.6. Increasing accountability in the procurement of goods and services  
 
Mongolia’s approach to forest management places a strong emphasis on outsourcing work to private 
forest entities. Much of the technical work of forestry is therefore privatised, and the role of public 
authorities is predominantly one of agreeing on contracts and undertaking supervision. An increase in 
funding for forest goods and services may be an outcome of a national REDD+ strategy, meaning 
reducing corruption in procurement should be viewed as a priority.  
 
The existing MET anti-corruption strategy already highlights lack of integrity achieved in the 
procurement of goods and services. To address this, the strategy puts emphasis on transparency in the 
procurement process, and to ensure the involvement of non-government representatives on the 
procurement committee. These recommendations conform with Mongolia’s wider efforts to address 
corruption in procurement, and there has been considerable progress over the past few years in moving 
all Ministries towards an e-procurement system. In this respect the Forest Research and Development 
Centre, which handles the administration of procurement tenders and contracts appears largely 
compliant; information on available tenders in the forestry sector is published through the central 
government procurement website.12 Two representatives from NGOs attend meetings where 
recommendations on the allocation of contracts for goods and services in the forestry sector are made, 

                                                           
12 See www.shilendans.gov.mn - It should be noted that a thorough review on the extent to which the MET complies with 
government rules on procurement transparency was not possible for this report, although basic information is being published. 
Fact checking this information, in order to highlight any gaps in information, is beyond the scope of this report.  

http://www.shilendans.gov.mn/
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although it was not possible to review the experience of these NGOs in practice, and to hear their views 
on how well this system works.13 A shortfall, however, is that actual contracts for services and goods 
provided in the forestry sector, including the names of the companies that receive these contracts, are 
not published. They should be.  
 
Unfortunately, corruption in procurement is difficult to address through bureaucratic measures alone. 
Despite transparency, the benefits of the status quo may be preferred by both government officials and 
companies. Thus, while some companies will resent having to pay kick-backs, it is understood that if 
they do not, they will most likely fail to get government tenders. This also makes speaking out or raising 
complaints highly risky. Here we see another example of corruption as a collective action problem, for 
which transparency is unlikely to be very successful.  
 
The involvement of NGOs and professionals on government tendering bodies may be effective to ensure 
the best tender application is successful. However, external oversight is nullified if members of these 
committees are hand-picked by the authorities, their voice is ignored or where they share in any kick-
backs from the tendering process. It should be noted that although forest related procurement has been 
subject to increased transparency, and there have been NGO representatives on the procurement 
committee for some time already, reports of kick-backs in the procurement process is an ongoing 
complaint.   
 
Given the importance of procurement for forest sector management, a dedicated review of the 
procurement system could be implemented, working in partnership with the MET, the Ministry of 
Finance and the Government Procurement Agency. This review should involve representatives from the 
private sector. Ending the practice of kick-backs in the procurement process may be a stubborn problem 
to address; it is not easy for any external agency to stamp out. Thus, the more accessible route to 
reform could be found in other policies.  
 
An important consideration is that existing government policy is to favour the lowest bid. However, an 
improved system could place more weight on the quality of the company and other social and 
environmental criteria. It is not clear whether the MET could develop a revised policy for evaluating bids 
on contracts for goods and services, although given that the MET was allowed to bypass government 
regulations that centralised procurement under the Ministry of Finance, allowing for a unique approach 
to tender evaluations for the forestry sector may be possible.  
 
Another consideration is to improve evaluation and monitoring of service delivery, which might be best 
undertaken by GASI or another external independent agency. This could lead to collating and publishing 
a Past Performance Vendor Information (as done in other countries). This information would then be 
consulted in procurement decision making, and could help break the cycle of poor performing 
contractors being awarded further contracts. However, it is worrying that a previous review, undertaken 
in 2012, led to the de-registering of 20% of companies by the MET in 2013, but this effort was only short 
lived; the number of companies made eligible to apply for contracts increased in 2014 beyond the 
numbers reported in 2012. This suggests internal systems for evaluating the qualifications of companies 
may not be robust, and that there is some pressure to include companies, including those that do not 
meet professional criteria.  
 

                                                           
13 Efforts were made to interview these representatives, but it was not possible to arrange for a meeting.  
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A more ambitious proposal involves a more fundamental review of the policy of managing forestry 
through outsourcing. The potential benefits of public authorities absorbing more responsibilities for 
service delivery, as happened in the past, could be considered. This may also allow budgets and 
programmes, such as pest control and afforestation, to be established over a longer time frame. 
 

4.7. Summary 
 
The above discussion on potential responses to corruption in the forestry sector should be considered as 
initial ideas that require further discussion among a range of groups in Mongolia. Policies for addressing 
corruption challenges to REDD+ are unlikely to work if these are developed without broad consultation 
among those who have the responsibility to implement them, and among those that may be the primary 
beneficiaries. So far there has been limited opportunities to discuss and debate corruption and anti-
corruption reforms with a wide range of people in Mongolia. This includes discussions with the 
government focal point for REDD+.  
 
A summary of the proposals is presented below, highlighting potential short term measures, as well as 
potential longer-term policy considerations.  
 
Table 7: Summary of corruption measures and policies  
 

Area of Corruption Short term measures Longer-term policy considerations 

Conflict related to 
forest tenure 

- Participatory assessment of existing 
formal and informal grievance 
mechanisms in at least 3 aimags.  

- Digitised record of  tenure 
agreements and user right contracts 
[work to be included in competition of 
the forest information database]  

- Clarification/strengthening rules for 
FUGs that enhance democratic 
accountability and prohibit conflicts 
of interests 

- Establishment of independent 
grievance mechanism, vs capacity 
building for existing mechanisms 

Public revenue 
transparency  

- Ensuring compliance with Laws on 
Transparency of Information  

- Publishing reported revenues and 
production data for soums 

- Qualitative assessment of decision 
making on resource user fee 
allocations at the local level 

- Production of a comprehensive 
annual report on the forestry sector 

- Ensure technical and capacity 
support to aimag authorities for 
collection of comprehensive 
production ad revenue data.  

- Possible revisions to the national 
laws on resource use fees, allowing 
for greater decentralisation.  
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Illegal timber trade  - Detailed investigation on extent and 
nature of illegal timber trade, as well 
as perceptions on state policy 
regarding quota allocations 

[potential to link survey on perceptions 
with assessment of grievance 
mechanisms]  

Uncertain, but may include:           - 
Review of decentralisation of 
environmental inspectors and forest 
units  
- Increase in sustainable timber 
production  
- Investment in electronic tracking and 
move towards digitised certificate of 
origins.   

Pine nut trade  - Detailed investigation of revenues 
and benefit sharing arrangements. 

- Publishing fees, quota allocations and 
revenues. 

- Transferring revenue collection to 
central treasury 

- Transformative policies that 
support increased benefit sharing 
at the local level.  

Civil service 
reforms  

- Publish internal review as requested 
by existing MET anti-corruption 
strategy 

- Support external review by Civil 
Service Commission 

- Establishment of semi-independent 
forest agency, with management 
appointed by multi-stakeholder 
committee.  

Government 
procurement  

- Compliance with government 
procurement laws, including 
publishing names of companies 
awarded contracts 

- Compiling Past Vendor Information 
scores 

- Review of criteria used for 
assessing tenders, potentially 
including social and environmental 
criteria.  

- Increased funding and 
responsibilities for monitoring 
service delivery to GASI. 

- Review of policy on outsourcing 
towards increasing state capacity to 
deliver key goods and services in 
the forestry sector. 
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